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THE UNITED STATES AND ASIA IN 1984 





Paul H. Kreisberg 








Not much went wrong for the United States in Asia 
as a region in 1984. Senior American officials fairly glowed with en- 
thusiasm over Asia, where “the future of the world lies,” as President 
Reagan put it in his public debate with Walter Mondale in October, 
although this emphasis was primarily on East and Southeast Asia rather 
than South Asia where U.S. optimism was much more muted. 

U.S. trade with most Asian countries continued to soar. The President, 
Vice President, Secretary of State, and half the U.S. cabinet traveled in 
the region during the year. A broad range of new negotiations both to 
resolve troublesome issues and to set in place new cooperative relation- 
ships in trade and technology were begun or completed with countries in 
the area. Sino-U.S. and U.S.-Japan relations flourished. The security 
environment in terms of East-West relations remained at least stable, and 
there were some tiny if inconclusive signs of thaw in Korea, an area with 
some of the most intractable problems. Even one of the truly muddy 
areas of policy concern, the Philippines, hardened at least briefly toward 
the end of the year as the Philippine government reached agreement 
with the International Monetary Fund on a standby credit to work itself 
out of its disastrous debt problems and the private banks agreed to go 
along with close to a billion dollars in new trade credits. 

Compared to the rest of the world, Asia once again, as in 1983, looked 
like a virtual oasis of calm and reassurance for American policy makers. 
Indeed, Undersecretary of State Lawrence Eagleburger made a private 
speech in January in which he so alarmed America’s European allies by 
suggesting a basic shift in U.S. policy focus from the Atlantic to the 
Pacific that he had to backpedal publicly in March with a reaffirmation of 
the political and security importance of the Atlantic alliance. 


The Economic Scene 


But behind the glowing Pacific rhetoric there were worrisome signs. The 
most important flowed from the implications of the good news itself. 


Paul H. Kreisberg is Director of Studies, Council on Foreign 





Relations, New York. 
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Economic growth in most of East and Southeast Asia was strong with 
GNP growing at rates of 6% in most countries and going as high as 10% 
in Taiwan. (The Philippines with a 6-8% negative growth was an excep- 
tion here as on other fronts.) Exports boomed as the strong U.S. 
economy “lifted economic boats” throughout the region. The conse- 
quence, however, was that the adverse U.S: balance of trade with Asia 
doubled from $33 billion in 1983 to over $60 billion—roughly half the ` 
U.S. total for the whole world. And signs were that the figures would rise 
again sharply in 1985. 

The U.S. Congress came within a hairsbreadth, before it adjourned in 
October, of ending the General System of Preferences (GSP) for the 
advanced Asian developing countries. The Tariff and Trade Act of 1984 
did renew GSP but included a number of warning signs for Asian 
producers and exporters, particularly on the need to open their own 
markets for U.S. goods and to protect intellectual property, especially in 
the area of high technology. There was a strong aint that Congress would 
look again in 1985 at those countries or regions that continued to run 
huge trade surpluses with the U.S. and that failed to open their own 
markets more freely to U.S. goods. To this Taiwan, Korea, and China 
seemed the most vulnerable. The President in late summer fired a shot 
across Korean (and Japanese) bows with a “request” for voluntary re- 
. straints on the export of steel to the U.S. Textiles, always a politically 
sensitive issue in the region, were the subject of the much more frequent 
official warnings and investigations of unusual export levels (“calls”) that 
the U.S. had warned at the end of 1983 it would carry out. Despite this, 
ASEAN textile exports to the U.S. still rose by 90% during the year and 
China also substantially increased its exports to the U.S. As a result, the 
U.S. announced new restrictions against countries exceeding their textile 
quotas through what the U.S. considered improper practices. Although 
implementation of the regulations was suspended during much of the fall 
while they were tested in the U.S. courts, even the threat of the new 
constraints disrupted the garment trade to some extent. 

Free trade vs. protectionism in any of its myriad forms did not, 
however, become a major issue at the American political conventions or 
during the election campaign. The U.S. economy was doing well, un- 
employment was falling, and the protectionist heat of the previous 
year—symbolized by “domestic content” legislative proposals—seemed 
to dissipate. But few U.S. or Asian officials or economists foresaw an 
early reduction in the flood of exports to the U.S. in 1985. Nor did a 
downturn seem likely in the value of the U.S. dollar, which might ease 
the balance of payments deficit, unless this was caused by confidence or 
economic factors, and then the risk would be of a broad recession that 
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, would have global effects. Nevertheless, it was hardly credible that the 


current account imbalance, only partly compensated for by increased 
capital flow into the U.S., would continue indefinitely. The U.S. could 
not continue to be the residual importer of all-the world’s industrial 
output. The U.S. argued forcefully that Japan, Taiwan, and other coun- 
tries with large surpluses should open their own markets more freely, not 
only to U.S. goods but to products from developing countries, in Asia 
and elsewhere. By November Japanese politicians were talking of doing 
this, but bureaucratic and specific interest group resistance remained 
strong. l . 

A future shrinking of the U.S. market for Asian goods for whatever 
reason—protection, economic recession, a sharp fall in the value of the 
dollar, managed market access—is almost sure to have a serious effect on 
the economic prosperity and development prospects for Asian countries 
and consequently for their internal ‘political stability. This looms as an 
increasingly serious issue for the year ahead. 


Japan 

Japan was particularly alert to the potential economic problems that lie 
ahead and made strong efforts to avert economic tensions with the U.S. 
throughout 1984. Prime Minister Nakasone’s talks with President Rea- 
gan at the end of 1983 set the positive tone for 1984, and the Japanese 
took seriously their commitments to adjust their policies in a number of 
major areas. Thus, although U.S. officials dealing with trade, financial, 
and technological issues involving Japan had a constant sense of teetering 
on the edge of serious disagreements, these were generally resolved 
through quiet negotiations that were usually as difficult internally—with 
the U.S. Congress and among contentious bureaucratic interests within 
the U.S. government—as with Japan. 

In February the Japanese government agreed to allow U.S. bankers to 
underwrite Japanese government bonds. But this was only the first of a 
series of significant steps during the year intended in a measured way to 
open Japanese financial markets and internationalize the yen. Negotia- 
tions with the U.S. Treasury led to access for U.S. banks and trust 
companies to Japanese financial markets in midsummer, and to a 
Japanese commitment to gradually enhance the international role of the 
yen by opening a new market for Euroyen bonds and through progres- 
sive decontrol of interest rates in Japan over the next two to three years. 
Although a number of technical issues proved thorny for negotiators, 
some U.S. government officials seem to have hoped that these steps to 
increase the use of the yen in international financial and trade markets 
would result quickly in a narrowing of the yen-dollar exchange rate 
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imbalance. By the end of the year, however, it was clear that in the short 
run the effect was to widen still further the dollar-yen gap. Nevertheless, 
these financial decisions, combined with a series of significant Japanese 
concessions in April—on trade in citrus fruits, beef, and tobacco, more 
detailed understandings on nontariff barriers, and substantial progress 
toward opening the huge telecommunications systems (NTT) to private 
ownership and to broader sales opportunities for U.S. manutacturers— 
served to substantially ease trade tensions. Even the perennial and emo- 
tionally tinged issue of Japanese whaling, which threatened to force U.S. 
fishing sanctions against Japan, seemed close to resolution by November. 

In April Japanese manufacturers also announced a further one-year 
“voluntary” limitation of automobile exports to tke U.S. of 1.85 million 
vehicles, roughly 10% above the previous year. This took the political 
sting out of an important trade issue in the U.S. election year, but the 
recovery of the domestic U.S. auto industry helped as well. Neverthe- 
less, the auto issue remained sensitive, and whether to renew the limita- 
tions again in 1985 was the subject of discussion on both sides before the 
year ended. 

The U.S. government encouraged state governments to stop imposing 
unitary taxes on worldwide operations of U.S. and foreign corporations, 
to which several Japanese companies added the inducement of new 
investment in states that responded favorably. Two of the fifteen states 
with such laws—Indiana and Oregon—-dropped the provisions and 
others seemed likely to follow. 

Nakasone and Reagan had agreed in 1983 to pursue the issue of a new 
round of international trade negotiations with their summit colleagues at 
the 1984 midyear London economic summit, and the Japanese Prime 
Minister introduced the subject at the meeting itself. Alchough formal 
French objections stalled the proposal, the U.S. aad most other summit 
governments welcomed the Japanese lead and continued during the year 
to consult on how to broaden international discussions in 1985 on a 
range of major trade issues. The complexity of the issues, however, was 
daunting and prospects for rapid progress slim. 

Security relationships were smoother during 1934 than they had been 
in 1983 even though Japan still shied away from allowing the defense 
budget to break through the politically magical 1% of GNP. The fact that 
LDP elections were coming up was probably a rel2vant consideration in 
1984, but it was truly difficult to see how the sanctity of the 1% limit 
could be preserved in 1985. 

Prime Minister Nakasone continued to emphasize his commitment to 
strengthening Japan’s self-defense capabilities. One clear reason for the 
improved U.S.-Japan security environment was recognition within the 
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U.S. government that Nakasone was serious, meant what he said, and 
understood the issues, and that “speaking softly” was better policy than 
using a “stick” to stimulate Japanese policies. The changing atmosphere 
affected more than the Liberal Democratic Party. This could hardly have 
been symbolized more dramatically within Japan than by the first ever 
visit to the U.S. by a serving chairman of the Japan Socialist Party, 
Masashi Ishibashi, who took the occasion of his stay in Washington to call 
on Secretary of Defense Weinberger. 

The June meeting, after a two-year gap, of the U.S.-Japanese Security 
Consultative Committee in Honolulu resulted in agreement on a number 
of new specific areas for cooperation and joint action. Potentially difficult 
security issues were kept in check, including opposition in Japan to the 
entry into Japanese ports of U.S. naval ships armed with Tomahawk 
cruise missiles, a rash of endorsements by Japanese prefectures and 
municipalities of “nuclear free zones,” and public irritation over military 
use—both U.S. and Japanese—of Japanese land and airspace in densely 
populated areas. But if the political impact of these issues was muted, 
they nevertheless provided persistent reminders of continuing Japanese 
sensitivity to military-related activities. 

A November 1983 U.S.-Japan memorandum agreed to pursue ex- 
changes in “grey area” military technology that the Reagan administra- 
tion had sought since 1981. Little was done to follow through on this 
touchy issue in 1984 and there continue to be strong concerns on both 
sides focused on security as well as on commercial policy sensitivities. 
Progress may be made in the coming year but it is likely to be very slow. 

Nakasone’s reelection as president of his party (and Prime Minister) in 
October—the first time an LDP chairman had been chosen for more than 
one term since 1972——was privately welcomed by the U.S. because, all in 
all, U.S.-Japan relations had done well under Nakasone’s leadership and 
continuity in his policies was hoped for. A reciprocal view of Reagan’s 
electoral success seemed to have been shared by many Japanese. 

Of particular interest to and welcomed by the U.S. was Nakasone’s 
steady broadening of Japan's international political presence. Although 
few, including the Japanese themselves, expected efforts to encourage 
negotiations between Iraq and Iran to be successful, these reflected Ja- 
pan’s strong interests in the region in a more political manner than 
Japanese governments previously had been willing to show. Japan dis- 
played an increased interest in Africa through a more active economic 
assistance program, but particularly by hinting for the first time that 
Japan might send civilian officials to participate in an international 
peacekeeping process in Namibia should the countries in the area desire 
this. Nakasone’s plans to make a major swing through key Western 
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European countries after the London Summit—olans that were inter- 
rupted by internal Japanese political developments—were yet another 
signal that Japanese foreign policy was increasingly looking beyond a 
purely Asian framework. For their part, the Europeans flocked in in- 
creasing numbers to Japan seeking technology and Japanese investment 
commitments in Europe. 


Korea , 

Warming political relations between the Republic of Korea and Japan, 
symbolized most dramatically in September by the first formal visit of a 
Korean head of state to Japan, were welcomed by the United States: 
Korean-Japanese relations on economic and technological issues re- 
mained sensitive and strained in a number of areas, including the level of 
Japanese~North Korea relations, but the prospects for gradual im- 
provement of the overall atmosphere between these two vital allies of 
the U.S. in northeast Asia was a major positive development from 
Washington’s vantage point. 

The tense atmosphere surrounding North-South Korean security after 
the terrorist killing of members of the South Korean cabinet in Rangoon 
in October 1983 dominated the political climate on the peninsula during 
most of 1984. A flurry of diplomatic activity during the first half of the 
year followed a North Korean proposal for tripartite talks on an equal 
basis among the two Koreas and the U.S. The proposal, passed privately 
to the U.S. in early January during the visit of Chinese Prime Minister 
Zhao Ziyang and unveiled publicly by North Korza only a few days later, 
was promptly rejected by Seoul and then by Washington as ill-timed. 
The Chinese apparently understood a U.S. message in October 1983 as 
reaffirming that the tripartite format (originally a Carter initiative) was 
still acceptable to the present administration. The U.S. disavowal seems 
to have come as a surprise to Beijing, although it appears to have under- 
stood that the U.S. had to follow the South Korean lead on this issue. 

The possibility that North Korea might be seriously interested in 
negotiations produced a number of alternative diplomatic suggestions: 
the U.S. proposed four-party talks (to include China), and the Japanese 
advanced the idea of six-party discussions (to include Japan and the 
Soviet Union). Both these options were unacceptable to North Korea. 
Some U.S. officials believed the Chinese would be sympathetic to a 
proposal for tripartite talks in Beijing with the Chinese present but not 
participating (an idea China ignored rather than rejecting outright). In 
truth, however, the prospect of any major negotiations with the North 
was politically unacceptable to South Korea only months after the Ran- 
goon incident and the shoot-down by the Soviets of KAL 007. Even 
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discussion aimed at joint North-South Korean Olympic representation at 
the 1984 summer Olympics in Los Angeles foundered over Seoul’s 
insistence on prior North Korean apologies for the Rangoon incident. 

By the fall of 1984 the air seemed to clear somewhat. South Korea was 
ready to accept a North Korean offer of assistance for flood victims in 
South Korea and North Korea accepted President Chun’s proposal for 
November 1984 talks on technology and trade. Repeated Chinese pri- 
vate assurances during the year of a desire for peace in Korea and specific 
statements to a visiting Japanese Socialist Party delegation during the 
summer that China would not support North Korea in an attack against 
South Korea also raised tentative hopes that tension on the peninsula 
could be held down in the coming years. A flare-up of violence in the 
demilitarized zone that occurred when a Soviet defector fled south in 
November resulted in deferral of a follow-up meeting on trade between 
Seoul and Pyongyang until sometime in 1985. But North Korea left the 
door open for further discussion at that time. Washington welcomed the 
positive aspects of North Korea’s moves but joined Seoul in remaining 
wary of their longer term significance. 

Although Beijing might want to see Korea remain calm, Moscow's 
objectives were less clear. Kim II Sung’s long trip to the Soviet Union 
and Eastern Europe in late spring seemed to result in few tangible 
rewards for Pyongyang, at least in the form of new arms or aid. But a 
resumption of North Korea—Vietnam ties, an increase in the pro-Soviet 
content of North Korean broadcasts in the fall, and hints in the Soviet 
press that Seoul might not be a suitable site for the 1988 Olympic 
games—despite Moscow’s confirmation to the International Olympic 
Committee of its willingness to participate—were troubling to both 
Washington and Seoul. Olympic “diplomacy” seemed increasingly likely 
to be an important element in North-South Korean relations as well as in 
South Korean internal policies in the next two years, starting with the 
question of whether the North Koreans would take part in the 1986 
Asian Games also scheduled to be held in Seoul. Talks on this issue were 
in abeyance in December 1984. 

Another issue that began to come to a head as the year ended was the 
planned return of Korean opposition leader Kim Dae Jung, whose plans 
to fly to Seoul slowly drifted backward from October to December and 
then to “early 1985.” How the Korean government deals with Kim—by 
returning him to jail to serve out the prison sentence from which he had 
been released so he could recetve highly political “medical treatment” in 
the U.S., or by house arrest, or by allowing him political freedom of 
action—could play importantly on U.S.-Korean relations in 1985, par- 
ticularly in the U.S. Congress. 
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China 

The key thrust of both Chinese Premier Zhao Ziyang’s trip to the U.S. in 
' January and President Reagan’s return trip to China in April was the 
recognition by both leaders that agreement to expand trade and other 
economic and technological cooperation and to develop Sino-U.S. rela- 
tions in the arms and security areas was in the mutual interest of both 
countries. While a shift in U.S. and China policy had certainly been 
evident in 1983, the atmospheric change in Sino-U.S. relations from the 
first two years of the Reagan administration was startling. Although 
Beijing leaders were less effusive about the relationship than President 
Reagan—and notably dropped from Chinese media coverage some of his 
sharper comments on the Soviet Union made during his China visit—the 
two trips set the stage for a marked upturn in the relationship. Trade 
increased by one-third during the year, exceeding the peak of $5.5 
billion in both directions reached in 1981 by close to $400 million. More 
U.S. trade missions visited China and more U.S. joint ventures were 
concluded, some of which for the first time included major new provi- 
sions allowing the U.S. partner extensive rights to sell in the Chinese 
market. For their part, the Chinese continued to broaden the range of 
incentives for foreign investors, including conclusion of a bilateral tax 
convention with the U.S., and indicated their intention to deepen 
economic ties directly with the U.S. The Chinese began to invest in the 
U.S., for example, in potash and lumber, anc even to explore the 
feasibility of floating a major bond issue on the U.S. market, although 
Beijing's refusal (supported by a U.S. court decision) to redeem pre-PRC 
bond issues left strong doubts among investors about the safety of long 
term Chinese bonds. | 

The Chinese agreement with the British in Sepcember on the future of 
Hong Kong after 1997 and the strong reaffirmation of China’s commit- 
ment to economic liberalization at the Third Plenum of the 12th Central 
Committee in October were also potentially important in strengthening 
the confidence of foreign businessmen in China. 

The “breakthrough” on Hong Kong, described by the British as a 
legally binding international agreement and by the Chinese as a joint 
understanding, certainly did not satisfy all the concerns of Hong Kong 
Chinese. Many issues might usefully be clarified before a “basic law” 
incorporating the agreement is submitted by Beijing to its National 
People’s Congress at the end of the decade. But the extended negotiating 
process between the British government and the PRC had come a long 
way since it began two years earlier. Most Hong Kong Chinese recog- 
nized that China's good faith was ultimately the only guarantee they 
would ever get and that the strongest guarantee of that good faith was a 
continuation of the economic liberalization policies in the rest of China. 
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These policies were given a major fillip by the October Central Com- 
mittee communiqué that reemphasized the long-term character of the 
policy of opening China to the outside world for technology, trade, and 
management skills and of moving toward economic reforms within China 
that would give market and pricing mechanisms far greater influence in 
determining economic results. Between the lines of the communiqué 
one could read that opposition to the “consensus” policies remained 
strong, but the Central Committee Plenum was an important further step 
in consolidating the policies Beijing has been pursuing since 1978. 

Nevertheless, not all was moonbeams and rose petals between the 
U.S. and the PRC. The Chinese were not happy at new U.S. textile 
regulations, as noted earlier. Private technology transfer agreements 
worked more smoothly than in previous years, but the U.S. regulatory 
apparatus continued to be a source of major complaint by American 
suppliers and of irritation to the Chinese. The hopes of foreign oil 
companies and the Chinese that the dozens of offshore drilling rigs in the 
East and South China seas would uncover significant new oil fields 
remained only hopes. Exxon announced in September that it had 
found some oil in one of its drilling areas, but the finds were disappoint- 
ing and the summer observation of the corporate vice chairman of British 
Petroleum that it did not look as though prospects in the South China 
Sea would equal those in the North Sea probably represented the view of 
most of the U.S. companies. The coming 18 months will be critical as 
more companies complete drilling of the test wells to which they are 
committed and must decide whether to withdraw or invest new capital in 
further efforts. 

Another potential problem was the substantial shortfall in Chinese 
grain purchases from the U.S. China bought two million tons less in 1983 
than it had originally agreed to purchase. This was added to the six 
million tons agreed on in 1984 for a total of roughly 8.2 million tons. By 
year’s end it appeared Beijing would purchase barely half that amount. 
Moreover, evidence began mounting that China was itself exporting 
substantial amounts of corn to some traditional U.S. markets, including 
Japan and, indirectly, Korea. While all this has not yet become a serious 
political/economic concern in bilateral relations, China’s success in ex- 
panding its agricultural production and its potential emergence as a 
major exporter of grains other than rice could indeed become a serious 
issue, not only in U.S.-Chinese trade relations but in U.S. trade negotia- 
tions with other Asian countries as well. 

Unfortunately for prospective major Sino-U.S. cooperation in the 
energy area, the agreement on nuclear cooperation initialed during 
President Reagan’s visit to Beijing became stalled in a controversy over 
the terms of the Chinese commitments on nonproliferation and repro- 


10 ASIAN SURVEY, VOL. XXV, NO. 1, JANUARY 1985 


cessing of nuclear materials and over the degree of Chinese cooperation 
with Pakistan in the nuclear field. The U.S..administration declined to 
send the agreement to the Congress for its consideration or to make the 
text public. French and German nuclear consortia were hardly disap- 
pointed and the Soviets made their own offer—which the Chinese did 
not seem to take seriously—to reopen discussions on providing nuclear 
power plants to China. The Chinese were restrained in their own com- 
mentaries but reluctant to go beyond the public statement of Zhao 
Ziyang during his Washington visit that Chinese do not “engage in 
nuclear proliferation ourselves, nor do we help other countries develop 
nuclear weapons,” or the language incorporated in the unpublished 
nuclear cooperation agreement. Although Beijing subsequently em- 
phasized it was not helping Pakistan with its nuclear program and 
explained that the reference to “nuclear weapons” by Zhao Ziyang really 
meant “nuclear devices” in Chinese, the basic stalemate on the nuclear 
agreement continued. U.S. officials, however, continue to hope some 
new formulation by China might enable the agreement to be sent to 
Congress early in 1985. While private sector and administration esti- 
- mates that sales of nuclear power plants eventually could exceed $10 
billion may have been exaggerated, prospects for any U.S. sales glim- 
mered only dimly by the end of the year. 

It is hard to avoid the conclusion that both sides handled the nuclear 
issue.clumsily. The Chinese apparently accepted most of the substance of 
what U.S. legislation requires but were reluctant to put their agreement 
into a form they believe is inconsistent with Chinese national pride and 
sovereignty. The U.S. pushed an agreement forward when it was clear 
that ambiguities and vagueness of formulation, combined with intelli- 
gence information, were bound to raise embarrassing and difficult ques- 
tions in any congressional hearing. The result has been a stalemate that 
does not appear easy to resolve. 

Despite the confusion over nuclear cooperation, when Zhang are 
Deputy Chief of Staff of the People’s Liberation Army, visited 
Washington in June he quickly reached agreement in principle with the 
U.S. Defense Department on the first transfers of weapons technology to 
China. These included antitank missiles (TOW’s), technology for certain 
artillery shells, and avionics for Chinese fighter aircraft. The Chinese did 
not, as the U.S. had expected, seek surface-to-air missiles (I-Hawks), to 
which the U.S. probably would have agreed. On the other hand, the U.S. 
was unwilling to provide new engine technology for Chinese fighter 
aircraft which the Chinese did ask for. Negotiations on the specifics of 
these weapons transfers has been continuing, and the Chinese hope to 
begin to acquire both weapons and production technology in 1985. Pace 
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and price remain to be worked out, however, and problems could yet 
arise as the process continues. 

In August, U.S. Navy Secretary John Lehman visited China, offering 
some types of naval technology while refusing others and reopening the 
question of U.S. naval ship visits to China (which the Chinese announced 
in November they would accept as “ceremonial visits’). This trip was less 
well coordinated within the U.S. government than the discussions during 
Zhang Aiping’s June visit and left some unease both in Washington and 
among a number of U.S. friends in East and Southeast Asia over the 
wisdom of broadening defense cooperation with the Chinese Navy given 
its potential strategic geographic outreach. Such concerns were hardly 
eased when Deng Xiaoping in October told a Japanese visitor that China 
reserved its freedom of action in regard to Taiwan and that a Chinese 
blockade of Taiwan was a possibility should the issue not be peacefully 
resolved at some point in the future. While Deng made clear he was only 
flagging a hypothetical, if perhaps not probable, future contingency, the 
Chinese subsequently rebuffed with some irritation U.S. diplomatic 
suggestions that such observations for public display were not helpful. 
Indeed, it was the rare conversation in Beijing or in the U.S. on political 
or foreign policy issues that did not include a strong and insistent 
Chinese reminder that, however comfortably Sino-U.S. relations might 
be developing, Taiwan remained an important unresolved problem. 

As in the past, Beijing felt few qualms in criticizing U.S. policy toward 
Central America, Southern Africa, and the Middle East. Its most 
significant new policy initiative, a little-publicized resolution submitted 
to the United Nations General Assembly First Committee in October 
calling for a halt to research, development, testing, or installation of 
space weapons around the earth, ran directly athwart the U.S. govern- 
ment’s strategic defense initiative. The Chinese resolution was of interest 
not only because it was the first such proposal put forward by Beijing in 
the U.N., but also because it probably reflected a genuine Chinese 
national interest: ultimately U.S. and Soviet development of a strategic 
defense capability would substantially weaken the usefulness of Beijing's 
own limited nuclear deterrent. 


Taiwan 
U.S. relations with Taiwan itself were essentially unruffled. Taiwan-U.S. 
trade continued to grow explosively, producing an estimated $10 billion 
trade deficit on the U.S. side—over 30% higher than in 1983. The U.S. 
did move modestly to lower arms sales to Taiwan during the year— 
reducing the levels from those of the previous year by roughly $20 
million, a step the U.S. described as consistent with the August 1982 
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Sino-U.S. communiqué on the gradual reduction of arms sales to Taiwan. 
Beijing was less pleased at the pace of the reductions and complained 
that some of the weapons systems being sold, including a variant of the 
C-130 transport aircraft, were new and thus not consistent with the 1982 
agreement. The U.S. response—that new but comparable systems were 
permissible when older systems. were no longer in production—was not 
particularly persuasive for China, but such responses seemed likely to 
become more frequent, and potentially abrasive with Beijing, as existing 
Taiwan equipment aged. 

Taiwan participated in the Los Angeles Olympics as Chinese Taipei 
and won one medal. Taipei's efforts to black out local television coverage 
and references to the much larger PRC team’s far more successful 
Olympic efforts aroused strong local protest and were suspended after 
the first few days. For its part, Beijing used the Olympics both to 
strengthen its international image and to woo the sympathies of Chinese 
on Taiwan by purposeful gestures of warmth and comradery toward 
Taiwan athletes—gestures that Taipei seemed to fear might have s some 
effect. 


ASEAN 
U.S. relations with the Association of Southeast Asian Nations (ASEAN) 
continued to thrive. The ASEAN ministerial meeting in Jakarta in July 
was followed by a special session with the foreign ministers of the U.S., 
Australia, New Zealand, Japan, and Canada at which it was agreed for the 
first time to work toward Pacific economic cooperation involving the six 
ASEAN states plus the five developed Pacific rim states. ASEAN agreed 
to undertake a study of “human resources” as an initial step in this new 
cooperation. While not particularly dramatic itself, there was general 
agreement that the study represented a step forward in the process of 
exploring closer cooperation among the countries of the region, although 
its significance was less clear. 

With strong official encouragement, the U.S. established a national, 
but unofficial, U.S. Committee for Asian Economic Cooperation with 
executive branch, congressional, and private sector participation. De- 
signed to provide a U.S. counterpart to similar committees established 
earlier in all the other countries involved, it held its first organizational 
meeting at the beginning of November. Few concrete results seemed 
likely to come from the new institutional framework, at least for a very 
considerable period of time, but senior U.S. government officials were 
encouraged at prospects for developing more regular and systematic 
exchanges of information and consultation. 
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At the Jakarta meeting, U.S. Special Trade Representative William 
Brock offered to discuss a free trade area with ASEAN similar to ones 
with Israel and Canada then under review, and the ASEAN states have 
the suggestion under consideration. Congress did authorize the Israel 
free trade zone in October, but there were strong doubts in Washington 
that support for a similar agreement with ASEAN would be won. The 
sensitivity of many of the products that would be involved, especially 
textiles, and the far weaker clout of ASEAN countries in congressional 
constituencies would likely make for hard politics for many Con- 
gressmen. 

In truth, a whole range of problems remained to be worked out on 
Pacific economic cooperation, particularly the way in which other par- 
ticipants might take part. South Pacific island engagement would be 
easiest to arrange, and a number of ASEAN governments privately 
expressed willingness to look for ways of involving South Korea as well. 
But China—which followed the recent developments with close atten- 
tion and with seeming sympathy—was a more difficult problem. Suspi- 
cion of China remained high in Indonesia, Malaysia, Singapore, and 
Brunei, not only because of traditional Indonesian/Malay—Chinese 
problems, but also because of widespread ASEAN concern over China as 
a potential economic competitor. And Taiwan and Hong Kong, each 
with its own special “China-related” issues, are likely to be even more 
difficult to embrace in some new Asian-Pacific structure unless the China 
issue is resolved first. None of these questions needed to be addressed 
urgently, but they underscored that the key significance of the step 
toward greater regional cooperation at Jakarta was symbolic rather than 
substantive. l 

Bilaterally, there were few major political developments that affected 
U.S. relations with any of the ASEAN countries except for the Philip- 
pines, considered separately below. Thai-Lao border tension turned the 
contest between Thailand and Mongolia for election to the Security 
Council during the fall U.N. General Assembly session into a closer 
match than had originally been anticipated, but ASEAN and U.S. lob- 
bying on behalf of Thailand was ultimately successful. The situation in 
Kampuchea remained essentially unaltered despite several bouts of dip- 
lomatic activity in the spring and summer. Neither the ASEAN nor 
Vietnamese position underwent any significant change and U.S. policy 
remained firmly behind the ASEAN consensus. Vietnam did agree to 
return the remains of more American soldiers missing-in-action during 
the Vietnam war, to speed up the orderly departure to the U.S. of 
American-Vietnamese children, and to discuss the departure of other 
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Vietnamese who had been imprisoned because of their connections with 
the United States. The U.S. welcomed the Vietnamese moves, but these 
seemed primarily designed to respond to interna! Vietnamese economic 
and political interests rather than to be signals cf changing Vietnamese 
foreign policy. 

Relations with Malaysia, Singapore, Brunei, Thailand, and Indonesia 
were smooth other than for normal economic perturbations. The U.S. 
agreed to sell F-1GA’s to Thailand—the cost of which caused some 
murmurs even within some military circles in Bangkok—alrhough some 
Thais and U.S. officials were concerned that this could lead the Soviets to 
provide more sophisticated aircraft to Vietnam. 


The Philippines 

U.S. concern over the deterioration of the economic and political situa- 
tion in the Philippines remained high throughout the year. Ambassador 
Michael Armacost left Manila in early spring and was succeeded by 
Ambassador Stephen Bosworth, who made clear that the policies he had 
been sent to implement would be the same as those followed by Ambas- 
sador Armacost. The U.S. strategy was to walk carefully the balance 
beam between distancing itself from Marcos and avoiding repudiation of 
the Philippine leader in ways that might destabilize the Philippine 
economy even further and damage U.S. security interests at the Clark 
and Subic base facilities. 

Thus far U.S.-Philippine relations have not been a factor in internal 
domestic politics in the Philippines. Some around Marcos privately 
blame the U.S. for working against the President; some in the opposition 
privately criticize the U.S. for not acting more vigorously to bring his 
rule to an end. Although President Reagan in responding to a question in 
the presidential election debates appeared to offer only two alterna- 
tives—support for Marcos or a communist victory in the Philippines— 
the reality of U.S. policy was designed, with some success thus far, to 
strengthen democratic institutions rather than either Marcos or any of 
the specific groups opposed to him. Even the action of the U.S. Congress 
in reallocating 1985 aid for the Philippines to provide $140 million for 
economic assistance and only $40 million for defense purposes (instead 
of the $95 million/$85 million split originally envisaged by the 1983 
U.S.-Philippines base agreement) was accepted Dy most Filipinos in and 
out of government without complaint. Nevertheless, given the likeli- 
hood of continuing social and political tension in the Philippines in 1985 
and continuing economic distress, including widespread unemployment 


THE U.S. AND ASIA 15 


and low economic growth, the risks were high that U.S.-Philippine 
relations could come under increasing stress in the coming year. 

U.S. pressure was maintained on the Philippine government through- 
out 1984 to come to an agreement with the International Monetary Fund 
and then with the private banks that would impose effective discipline on 
the Philippine economy and enable the country to gain access to new 
resources and to ensure payment of its debt obligations. U.S. and 
Japanese commodity loans and other government credits helped keep 
the. country afloat while this was being done. By the end of the year, the 
IMF agreement had been initialed and negotiations with the banks 
seemed likely to be successful. But the longer-term prospects for the 
economy were grim. Senior economic officials within the Philippine 
government privately expressed concern that the economy's strong re- 
covery would take until the early 1990s, and even then would occur only 
if a long list of economic and financial reforms was implemented and 
failing political confidence in the government was rebuilt. 

Cardinal Jaime Sin, a key figure in pressing the Marcos government for 
democratization and political and social reforms, was received by Presi- 
dent Reagan and other senior U.S. government officials when he came to 
the U.S. in September. Mrs. Marcos—who led her country’s delegation 
to the U.N. General Assembly—was not. U.S. pressure for continued 
political reform was steady but quiet. The U.S. government made clear 
its support for honest Congressional elections in May, elections that did 
result in substantial gains for the opposition. The U.S. posture may also 
have contributed to encouraging the majority of the Agrava Commission 
investigating the assassination of Benigno Aquino to stand firm in finding 
the Army’s Chief of Staff to be implicated in the assassination. In any 
event, the U.S. issued a strong statement-—~much to Marcos’ irritation— 
urging that the judicial process follow the guilty wherever this might 
lead. 

Marcos’ death; a new upsurge of violence in the country whether from 
the New People’s Army in the hills, the opposition in the streets of 
Manila, or the government's security forces; and a collapse of the 
economic agreements being reached at the end of 1984 are only some of 
the crises that could confront the Philippines and U.S. policy in the 
coming year. Senior officials and political leaders in other ASEAN 
countries as well as in Japan and China privately saw the Philippines as 
potentially the most serious problem country in the region in the next 
year or so. And almost all looked to the U.S. to help solve Philippine 
problems. U.S. officials hoped that if the process of reform and change 
could be kept moving in an orderly and peaceful way, crisis could be 
averted. Thus far, the policy seems to be working. 
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Australia, New Zealand, 

and the Pacific Islands 
U.S. relations with Australia and New Zealand usually are troubled only 
by trade problems, but 1984 was an exception. The most serious chal- 
lenge to the ANZUS pact since its inception arose following the midyear 
defeat in New Zealand of Prime Minister Robert Muldoon by his Labor 
Party opponent, David Lange. Lange had committed himself in his elec- 
tion campaign to a “no-nuclear” policy on naval ship visits to New 
Zealand ports and moved swiftly after his victory to formalize this in 
policy terms. Given the U.S. policy of neither confirming nor denying 
the presence of nuclear weapons aboard ship or aircraft, the effect was to 
halt at least temporarily access by U.S. naval vessels to the ports of one of 
its key allies in the region and to revive latent support within the 
Australian Labor Party for Lange’s position. 

The U.S. responded in a low key but firm manner to the New Zealand 
initiative. Secretary of State Shultz met twice with Prime Minister Lange, 
in July and September, to emphasize the need to find a prompt mutually 
agreeable solution. The U.S. believed that continuation of New Zea- 
land’s policy would be inconsistent with the tripartite ANZUS alliance. 

The loss of access to New Zealand facilities was a nuisance; the loss of 
access to Australian bases and other facilities would be grave for U.S. and 
allied security interests. Australian Prime Minister Bob Hawke sup- 
ported the U.S. position and Australians expressed a willingness to 
negotiate a bilateral treaty with the U.S. should New Zealand remain 
adamant. Hawke was expected to strengthen his political position in the 
December 1984 Australian elections, but the threat of internal cleavages 
within the Australian Labor Party over the nuclear issue remained worri- 
some. The U.S. hoped to resolve the issue by the time of the mid-1985 
ANZUS Council meeting and was modestly optimistic that it could. 

At the same time, the Australian 1983 Soutk Pacific Nuclear Free 
Zone initiative moved quietly along. Prospects were strong that a draft 
treaty would be placed on the agendas of the countries concerned, 
including New Zealand and the South Pacific states, in 1985. It remained 
unclear how the U.S. would eventually decide to deal with this prickly 
pear—ultimately aimed at French nuclear testing—which has been 
crafted to respond to publicly expressed U.S. concerns by excluding port 
calls, security treaties, transit rights, or overflights from the scope of the 
treaty. Most other countries in this Pacific region, with the exception of 
Vanuatu, expressed nervousness over the possible crisis in ANZUS and 
the risk of losing an ANZUS umbrella. The U.S. was mildly concerned 
over Vanuatu’s flirtation with the Cubans and vague hints of Libyan 
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support for the New Caledonian independence movement. But U.S. 
policy seemed designed to leave these issues to France, Australia, and 
New Zealand. 

Of greater concern to the Pacific island states themselves were the 
economic questions involved in negotiating fishing rights. The Solomon 
Islands’ seizure of a large U.S.-operated tuna boat during the year in- 
jected a note of urgency into U.S. negotiations with the countries of the 
region on establishment of a regime for regulating the migratory species 
such as tuna that are of such importance to the fragile, resource-poor 
economies of the area. As the year approached an end, U.S. officials were 
optimistic that a mutually satisfactory agreement would be reached. 


south Asia 

A successful visit by Vice President Bush to India and Pakistan early in 
the year, several high level trade delegations, the virtual disappearance, 
by mutual abstention, of the nuclear issue as a major problem in U.S.- 
Indian relations, and successful negotiations toward new and potentially 
significant agreements on technological cooperation with India and 
Pakistan encouraged U.S. policy makers responsible for South Asia 
during the year, but were not sufficient to overcome some of the more 
worrisome policy issues. 

The Afghan insurgents by midyear were receiving, and using with 
growing effectiveness, more surface-to-air missiles and other weapons as 
well. Not only were substantial numbers of Soviet helicopter gunships 
being destroyed but Soviet casualties rose as well. Moscow retaliated 
during the summer and fall not only with major new offensives against 
insurgents in the Afghan towns and an augmentation of Soviet troops in 
the country but also with air attacks against Pakistani border villages. 
There were heavy Pakistani casualties in a number of the latter raids, and 
Afghan losses were high in Soviet assaults on Herat and other urban 
concentrations within Afghanistan. Pakistan asked the U.S. for new 
weapons, including new air-to-air missiles, and for a speedup in the 
supply of F-16s. The U.S. agreed and the Indians objected, although they 
themselves only a few months earlier had agreed with the USSR on a 
massive modernization of India’s defense equipment. Reports that the 
U.S. was preparing to increase indirect military assistance to the Afghan 
mujahidin in 1985 suggests that Pakistani-Afghan border tension is likely 
to increase even further in the coming year. 

Indian government attention was primarily focused on its internal 
communal and religious disturbances—Hindu-Muslim riots in Bombay, 
Kashmir, and Hyderabad, and particularly the year-long struggle 
by radical Sikh groups in the Punjab for autonomy or independence 
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culminating in the Indian army's assault on the center of Sikh religious 
worship, the Golden Temple in Amritsar. Ultimately, this latter conflict 
aroused intense antagonism directed personally at Prime Minister Indira 
Gandhi and led finally to her assassination and to week-long rioting 
between Hindus and Sikhs in October. 

Developments in both Pakistan and India created an aura of uncer- 
tainty that not only worked against U.S. business confidence in the 
region but, as had happened so often in the past, produced an anti-U.S. 
backlash in India. This was fed by the unfortuante comment by the U.S. 
Ambassador to Pakistan that the U.S. would support Pakistan if it was 
attacked by India—not fully remedied by a subsequent correction that 
the U.S. would support either country if it was attacked overtly by the 
other. Unfounded rumors in Washington thac India was planning an 
attack against Pakistan’s nuclear facilities and suggestions by Indian off- 
cials throughout the year—including by Mrs. Gandhi and her son Rajiv, 
now Prime Minister—of foreign support for the Sikhs also eased neither 
Indo-U.S. nor Indo-Pakistani relations. Although diplomats on all sides 
worked to cool tempers and resolve problems quietly (including U.S. 
help in ending the hijacking of an Indian aircraft in Dubai, which pro- 
duced warm praise by the Indian government), the overall impact was to 
leave U.S. relations with India far more uncertain at the end of the year 
than they had seemed at the beginning. A high level U.S. delegation to 
Mrs. Gandhi's funeral, led by Secretary Shuitz and Senate Majority 
Leader Howard Baker, reassured the new Incian leadership of Prime 
Minister Rajiv Gandhi of U.S. friendship and support, reassurances 
which Washington meant to be taken seriously. Probably only by coinci- 
dence but of symbolic significance, the U.S. government sent an agree- 
ment to Congress in November for the manufacture of tank night vision 
devices in India, the first such military cooperation agreement to be 
concluded by the two countries in recent years. But the new Gandhi 
himself was an uncertain political factor, with scant experience in either 
foreign or domestic policy making, who faced dangerous and powerful 
challenges, most of which centered on Indie’s internal political and 
economic problems. 

The risk of conflict in the subcontinent probably was increased by 
events throughout the region in 1984, and more careful, consistent, and 
higher level attention to South Asia than is often found in the U.S. 
government would appear to be called for in 1985. One fact seems clear 
above all: an Indo-Pakistani conflict would be a serious blow to U.S. 
interests and one with which U.S. policy is ill-prepared to cope. It should 
be a high priority for the U.S. to do whatever it can to encourage both 
countries to avoid a clash that would weaken Pakistan, deeply wound 
India at a time when its efforts need to be focused on national reconcilia- 
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tion and communal peace, and offer the Soviet Union major oppor- 
tunities to strengthen its position throughout the region. 


The Soviet Factor 

It is no accident that except for South Asia the Soviet Union has not 
figured prominently in this review of 1984. Whereas 1983 was marked 
by a substantial increase in Soviet military use of Cam Ranh Bay and 
Danang in Vietnam, a significant strengthening of Soviet naval and air 
forces in Northeast Asia, the KAL-007 incident over Sakhalin, and the 
agreement at the Williamsburg Summit-—at Nakasone’s initiattve—to 
link Asian and European security in U.S. negotiations with the Soviets in 
intermediate nuclear forces, there were no East-West events of compar- 
able importance during 1984. Chinese-Soviet trade tripled in 1984 (to 
about $1.4 billion) over 1982 and the Chinese.made clear their interest 
in improving Sino-Soviet state-to-state relations. Nevertheless, Moscow 
fumbled the opportunity to open a new dialogue with Beijing im- 
mediately after rhe Reagan visit by suddenly canceling the talks that First 
Vice Premier I. V. Arkhipov was scheduled to have with Chinese lead- 
ers. Soviet Foreign Minister Gromyko in the fall then rejected a Japanese 
invitation to visit Tokyo because he did not wish to discuss the disputed 
Northern territories, again at a time when it was clear the Japanese would 
have welcomed a moderation of Soviet-Japanese tensions. Nevertheless, 
the Soviets appeared to have second thoughts on how they were dealing 
with both Japan and China toward the end of the year. Plans were afoot 
for Arkhipov to pay a rescheduled visit to China at the very end of the 
year or early in 1985, and feelers for a trip by Gromyko or another 
senior Soviet official to Japan were being exchanged between Tokyo and 
Moscow. Soviet offers earlier in the year to improve relations with 
Pakistan were more than counterbalanced by increased tension along the 
Afghan-Pakistani border. And the death of Mrs. Gandhi clearly raised 
major new policy questions for the Soviets on how to deal with the 
noncommunist Asian country they have made the strongest efforts over 
the years to cultivate. North Korean-Soviet relations may have im- 
proved, as noted earlier, but how and in what ways was unclear. 

Although most of the countries of East and Southeast Asia continue to 
be quietly wary of Soviet intentions, security issues have not been major 
driving forces behind their policies during the year. In these cir- 
cumstances, the U.S. focus on its global interests relating to the Soviet 
Union have tended to be less prominent in American policy toward the 
region, President Reagan’s speeches in China excepted. This has been 
privately welcomed by most Asians, who strongly sympathize with U.S. 
Strategic interests in limiting Soviet power and influence in Asia but are 
uneasy when these interests are thrust upon them too enthusiastically. 


20 ASIAN SURVEY, VOL. XXV, NO. 1, JANUARY 1985 


Conclusion 

The major issues of concern in U.S.-Asian relations in 1984 were 
economic growth and trade, areas where potential risks for U.S. relations 
with the countries of the region lie. If U.S. economic growth should 
falter or the U.S. balance of payments deficits become politically conten- 
tious in the year ahead, the effect on U.S. relations with the region could 
be severe. The will of the countries on both sides of the Pacific to 
strengthen pan-Pacific relationships is strong and the importance of this 
should not be underestimated. In this sense, American enthusiasm for 
the future of Asian-Pacific relations is understandable. But the hazards to 
fulfillment of these hopes may also be greater than some Asian-Pacific 
well-wishers recognize. The economic issues at stake are particularly 
vulnerable to U.S. and Asian domestic political forces, which may not 
always yield to the concerns of foreign policy makers. 





THE USSR AND ASIA IN 1984 


Donald S. Zagoria 


The year 1984 was not a particularly good one for the 
Soviets in Asia. Soviet efforts to improve relations with China were 
stymied by a renewed outbreak of border skirmishes between China and 
Vietnam. The Soviets, taking the side of Vietnam, accused China of 
“armed provocations” and the Chinese, meanwhile, accused the Soviets 
of inciting Vietnam. The Soviets increased their military assistance to 
Hanoi; this in turn merely hardened Beijing’s view that a Sino-Soviet 
normalization was impossible so long as the Soviets kept egging Vietnam 
on. Soviet relations with Japan, which had fallen to their lowest levels in 
two decades, showed few signs of improvement. North Korea’s dictator, 
Kim Il Sung, made his first trip to Moscow in 23 years, but the Soviets 
reacted cautiously to the visit. There were no indications that Kim was 
prepared to abandon his fiercely independent policy, which includes op- 
position to Soviet and Vietnamese policy in Indochina. In Southeast 
Asia, Moscow’s efforts to improve relations with the ASEAN countries 
were handicapped by the continuing stalemate between ASEAN and 
Vietnam over Kampuchea. 

In South Asia, the Soviets continued to fight on in Afghanistan. By 
using a combination of airpower and armor, the Soviets were dealing 
very heavy casualties to the rebels and depopulating large portions of the 
rural areas, but there were no indications that any settlement of the 
five-year-old conflict was yet in sight. 

A Soviet optimist might see some bright spots in the picture. Trade 
and cultural contacts with China were growing. There were rumors of an 
impending visit to Tokyo by Foreign Minister Gromyko. Kim Il Sung’s 
visit to Moscow did represent an important change in Pyongyang’s policy 
toward greater balance between Moscow and Beijing. The Soviets were 
quietly improving their relations with Indonesia, consolidating their 
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military ties to India, and beginning to see some light at the end of the 
tunnel in Afghanistan. 


Soviet-Chinese Relaticns 

Soviet efforts to improve relations with China had only mixed results in 
1984. On the one hand, there were increases in cultural exchanges and 
trade. Some 10,000 Soviet visitors came to China in the first nine months 
of 1984 compared with 8,000 in all of 1983. And in February, the two 
countries agreed to expand their bilateral trade by 50% in 1984, bringing 
the total turnover to $1.4 billion. The Soviets also offered to help China 
modernize industrial plants originally built by chem in the 1950s. 

But there was also a serious setback in relations. In eatly May, the 
Soviets announced at the very last minute that they were postponing the 
visit to China of Soviet First Deputy Premier Ivan Arkhipov. This visit 
had been billed by both sides as a high point in their slowly improving 
relations. There were two interpretations of Moscow's abrupt post- 
ponement of the Arkhipov visit. Some saw it as a reaction to President 
Reagan's visit to China in April and to Moscow’s growing displeasure 
with China’s willingness to expand ties to Washington. Some support for 
this thesis could be found in a blistering Tass commentary on the Reagan 
visit that appeared in early May. Tass accused China of ignoring Reagan’s 
“militarist course” and of issuing only minimal criticism of American 
foreign policy.? 

Another and not incompatible interpretation traced the postponement 
of the visit to growing tension between Moscow and Beijing over Viet- 
nam. In November 1983, the Soviets began tc deploy Badger medium- 
range bombers at Cam Ranh Bay, and China responded to this move by 
dispatching Party Secretary General Hu Yacbang to the Vietnamese 
border on a highly publicized trip in February. Then, in early April, the 
Soviets engaged in joint maneuvers with the Vietnamese and some 400 
Soviet marines conducted landing operations on Vietnamese beaches. At 
about the same time, the Vietnamese launched a major offensive against 
the Kampuchean resistance forces inside Kampuchea. 

The Chinese evidently decided to respond tc these Soviet- Vietnamese 
initiatives by launching a “mini lesson” of their own. They mounted a 
series of regimental-size border actions in the heaviest show of Chinese 
force against Vietnam since 1979. Then, in early May, the Chinese sent a 
small fleet towards the disputed Spratly Islands, many of which are under 
Vietnamese control. These Chinese actions produced a sharp response in 
Moscow, which called them “provocations” against Vietnam. It was ‘in 


1. New York Times, May 4, 1984. 


THE USSR AND ASIA 23 


this atmosphere that the Soviets announced the postponement of 
Arkhipov’s visit. 

Differences over Vietnam continued to poison Soviet-Chinese rela- 
tions during the summer. On June 11, Soviet Party leader Konstantin 
Chernenko openly criticized China during a meeting in Moscow with 
Vietnam’s party and government leaders, Le Duan and Pham Van Dong. 
Chernenko condemned the “hostile acts” of the Chinese against Vietnam 
and he repeated the condemnation later in June in a meeting with the 
Prime Minister of Laos.” 

The Chinese responded to Chernenko with a strong rhetorical con- 
demnation of Soviet policy. Three days after the Chernenko—Le Duan 
meeting, Radio Beijing condemned the “miserable yoke” of Soviet 
domination that was being imposed on Vietnam. Soon thereafter, a 
Chinese journal delivered a broadside against the Soviet-Vietnamese 
“strategic alliance.” The journal accused the Soviets of using Vietnam as 
an advance base for their southern strategy and condemned Vietnam for 
using Soviet support for its “unbridled aggression” against Cambodia.’ 

The polemical war continued to grow in intensity during the summer. 
In July, China blamed the Soviet Union for adopting a hard line dip- 
lomatic stance that had strained Sino-Soviet relations and deepened 
East-West tensions. In Beijing's first comprehensive analysis of Soviet 
foreign policy under Chernenko, the Chinese portrayed the Kremlin as a 
negative force that was slowing the course of normalization with China, 
derailing strategic arms talks with the United States and intensifying 
hostilites in Kampuchea and in Afghanistan.4 

Later in the year, there were signs of growing Soviet concern about 
possible U.S.-Chinese military cooperation. Chinese Defense Minister 
Zhang Aiping’s 12-day visit to the United States in June seems to have 
laid the groundwork for long-term military cooperation between the two 
countries. At the end of the visit, the Pentagon briefly announced that an 
“agreement in principle” had been reached for the sale of antitank and 
antiaircraft weapons, while other reports said that the United States had 
agreed in principle to give the Chinese credits on military sales. In 
August, U.S. Navy Secretary John Lehman spent nine days touring the 
People’s Republic. 

In reporting on the Lehman visit, Moscow noted that this was only the 
latest in a series of U.S.-PRC military exchanges that began with Defense 
Secretary Weinberger’s visit to China in 1983 and included Defense 
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Minister Zhang Aiping’s U.S. visit in June. According to Moscow, 
Lehman discussed the possibility of supplying U.S. naval equipment to 
China. The Soviets also cited a story in the Washington Post that specu- 
lated on the possibility that China was preparing to open its ports to visits 
by U.S. naval vessels for the first time in more than 30 years. 

When Soviet Foreign Minister Andrei Gromyko met with China's 
Foreign Minister Wu Xueqian for six hours during the U.N. General 
Assembly meeting in September, Gromyko raised with Wu the issue of 
growing Chinese-American military cooperation. Gromyko also repor- 
tedly called for high-level meetings between Soviet and Chinese party 
and government leaders but was told that conditions for such visits were 
not yet ripe. 


Soviet-Japanese Relations 
There were few signs during the year of any thaw in Soviet-Japanese 
relations, which remained at their lowest ebb in many years. 

Vice-ministerial level talks between the Soviet and Japanese foreign 
ministries were held in Moscow on March 12 and 13, but both sides 
seem to have reiterated past positions. A Soviet commentator, discussing 
those talks, claimed that the Soviet Union was not responsible for the 
“cold relationship” between the two countries.” The Soviet commentator 
claimed that the Japanese government “has consciously pursued a policy 
of dismantling the entire system of Soviet-Japarese relations established 
by the two countries in the postwar years,” and that it had imposed 
restrictions on political contacts with the Soviet Union, on exchanges in 
science and technology, and on signing new trede and economic agree- 
ments. Moreover, claimed the Soviets, the Japanese were inciting anti- 
Soviet propaganda campaigns about the “so-called Soviet military threat” 
and about the “illegal territorial claims against the Soviet Union.” Also, 
Japan had become more than ever involved in the American global 
strategy directed against the Soviet Union. In light of all this, concluded 
the Soviet commentator, if the Japanese side wanted to improve rela- 
tions, "it should first take concrete actions to abolish all sanctions against 
the Soviet Union.” 

Throughout the year, the Soviets warned the Japanese against pursu- 
ing what Moscow regarded as a “militaristic” and excessively pro- 
American course. Chernenko warned in May about an alleged revival of 
Japanese militarism under Prime Minister Yasuhiro Nakasone, and in 
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July, Gromyko used a farewell meeting with the Japanese ambassador to 
Moscow to denounce “negative trends” in Japan’s military policies. 
Gromyko complained that the Nakasone Bovernment was too suscep- 
tible to U.S. pressure. 

For its part, the Japanese government issued a Defense Agency report 
in September that warned of an “unrelenting military buildup” by the 
Soviet Union that had increased the “latent threat” both to Japan and to 
the rest of Asia.’ The Japanese report, an annual evaluation of security 
problems, noted that the Russians now had as much as one-third of their 
nuclear and conventional forces based in the Far East, including 135 
SS-20 missiles and 80 Backfire bombers. The Soviets had also increased 
the number of MiG-23 fighter planes on the islands that are in dispute 
between themselves and Japan, and the number of ships at Cam Ranh 
Bay in Vietnam. The Defense Agency report added that the downing of a 
South Korean civil airliner by Russian fighter planes in 1983 “revealed 
the harsh military situation in the peripheral areas of Japan.” 

During the course of the year, there were also several incidents in 
which the Japanese accused the Russians of overflying their territory. In 
one such incident in November, the Japanese sent up a number of their 
own airplanes to warn Soviet bombers away from Japanese airspace. 

Soviet trade with Japan plummeted in 1983 to a total of $4.3 billion, 
which represented a drop of more than 23% from 1982, the largest one 
year decline since the two countries resumed diplomatic relations in 


1956.8 


Soviet—North Korean Relations 

The Soviets made some progress in warming up relations with North 
Korea during the year. Kim I] Sung visited Moscow in May, his first visit 
to the Soviet capital in 23 years. One of Kim’s goals in coming to 
Moscow was to secure Soviet support for his succession arrangements. 
Kim has practically installed his 42-year-old son, Kim Il Jong, as his 
successor. Moscow normally disapproves of such dynastic practices. 
Another reason for Kim’s visit was the poor shape of North Korea’s 
economy. The country is not able to service its foreign loans and is falling 
behind in the competition with South Korea, which now has a GNP 
almost five times larger than that of the North. Kim came in quest of 
economic aid, and he also wanted Soviet fighter plans to offset the F-16s 
that the United States has promised to Seoul. 

The visit was far from an unqualified success. There was no joint 
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communiqué and a high-ranking Soviet official told a visiting American 
academic delegation, immediately following Kim’s visit, that no decision 
had yet been made on supplying North Korea with more modern arms. 
The official said that North Korea would probably continue balancing 
between Moscow and Beijing, sometimes tilting one way and sometimes 
the other. This hardly sounded like an official who thought the Soviets 
had achieved a dramatic breakthrough with Pyongyang. On the other 
hand, there have been persistent reports to the effect that the Soviets do 
intend to supply more advanced fighter planes to the North Koreans— 
perhaps in 1985 or 1986, when the first U.S. F-16s are due to arrive in 
South Korea. , 

The extent of Soviet support for North Korea is likely to depend on 
Kim’s willingness to extend political support zo Soviet foreign policy. 
The North Koreans continue to support China’s position on Kampuchea 
against that of Vietnam and the Soviet Union. In fact, Pyongyang allows 
Prince Norodom Sihanouk, the former Kampuchean leader who is now 
part of the anti-Vietnamese resistance, to reside in North Korea during 
part of the year. The Russians routinely describe Sihanouk as an “im- 
perialist hireling.” 

There are likely to be several very serious limits on any substantial 
Soviet-North Korean thaw. First, the North Koreans still remember 
that Stalin sought to turn their country into a Soviet colony in the years 
of Soviet occupation immediately following World War II. It was only 
the Chinese entry into the Korean war in 1950 that permitted Kim to 
emancipate North Korea from Soviet colonial status. Over the years, the 
North Koreans have repeatedly warned agains: Soviet “dominationism” 
and have adopted a fiercely independent policy. Second, the Soviets do 
not trust Kim. They have never in the past supplied North Korea with 
their most modern aircraft. Third, it is in North Korea’s interest not to 
alienate China. A week before Kim’s departure for Moscow, China’s 
Party leader, Hu Yaobang, visited Pyongyang and met with Kim as well 
as with Sihanouk. This seemed to be a sign that North Korea is not 
prepared to abandon its opposition to Soviet and Vietnamese policy in 
Kampuchea. 


soviet-Vietnamese Relations 
Border skirmishes between China and Vietnam in April and May led 
Vietnam to seek more Soviet military assistance. In mid-Mey and again in 
late June, Vietnamese Defense Minister Van Tien Dung made hurried 
trips to Moscow. On both occasions, Dung met his Soviet counterpart, 
Dimitri Ustinov, and during the May meeting, ne met virtually the entire 
top Soviet military leadership, including Acmiral Sergey Gorshkov, 
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commander of the Soviet Navy. The two meetings are thought to have 
dealt with how the Soviets and the Vietnamese would respond to 
Chinese- Vietnamese border fighting that began in April.’ 

Dung evidently sought Soviet assurances of increased support against 
China and more Soviet military assistance. On both counts, his visit 
seemed to have been successful. In a show of support for Vietnam 
against China, the Soviets indefinitely postponed Arkhipov’s visit to 
China scheduled for early May, and Chernenko twice condemned the 
Chinese publicly for their “provocations” against Vietnam. Finally, the 
Soviets increased their military aid to Hanoi. They began to supply 
Hanoi with combat helicopters, SU 22 swing-wing fighter aircraft, mis- 
sile attack boats, tanks, and a variety of surface-to-air missiles.!° 

The Soviet military presence in Vietnam remained generally at the 
levels previously reached. At last count, there were 20—26 Soviet surface 
ships and four to six submarines operating out of Cam Ranh Bay. There 
are also about four TU 142 Bear long-range patrol aircraft regularly 
deployed in Vietnam on a two-month rotational basis from Vladivostok. 
These aircraft carry out maritime surveillance of submarine and surface 
shipping in the South China Sea.!! And in November 1983, the Soviets 
began to deploy Badger medium-range bombers at Cam Ranh Bay. 

Still, the Soviet military presence in Vietnam “has a temporary look,” 
according to Assistant Secretary of Defense Richard Armitage.!” Armi- 
tage confirmed reports that most Soviet facilities in Cam Ranh Bay—such 
as a floating dry dock, refuel and repair facilities—are movable. The 
Soviets, he said, have not taken over any large compounds that were built 
by the U.S. Instead, they have their “own little sections.” All in all, 
Armitage described the Soviet operation as having “a sandbag-type ap- 
pearance.” 

In the nonmilitary area, estimates were that the Soviets continued to 
provide more than US$1 billion a year in aid. The Soviets meet all of 
Vietnam’s oil needs and provide all its fertilizer and heavy equipment. 
They are also building bridges and hydroelectric stations." 

Toward the end of the year, there were some intriguing, if still vague 
signs that Vietnam is anxious to hold talks with the ASEAN countries on 
Kampuchea and to improve relations with the United States. Vietnamese 
Foreign Minister Nguyen Co Thach, while in New York for the annual 
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meeting of the U.N. General Assembly, said that he had begun prelimi- 
nary discussions with the ASEAN foreign ministers in October in an 
effort to set a date, place, and agenda for the first round of talks on 
Kampuchea. He predicted that such talks would begin within “some 
months.”!* Thach also proposed negotiations with the U.S. at a political 
level on the resettlement in the U.S. of some 8,000 to 9,000 inmates of 
Vietnamese “reeducation camps.” The Reagan administration agreed in 
September to accept up to 10,000 prisoners and family members, taking 
up an offer made by Vietnam more than two years ago. _ 

Some Southeast Asian diplomats were skeptical about Thach’s propos- 
als. They thought they might have been intended to sway the annual 
General Assembly vote on the Kampuchean question or to exploit 
differences of opinion within ASEAN. Thach said that despite skepti- 
cism within the West, Vietnam had begun to withdraw from Kampuchea 
and “in five to ten years we will withdraw most of our forces.”!® A State 
Department official estimated that the Vietnamese occupation forces of 
about 180,000 had been reduced by 10,000—20,000 but that their com- 
bat capabilities had been increased. 


_ The Soviet Union and ASEAN 
In Southeast Asia, although temporarily stymied in efforts to expand 
their influence by the stalemate between Vietnam and ASEAN over 
Kampuchea, the Soviets sought to play on fears of U.S.-Chinese military 
cooperation, to exploit differences within ASEAN over a possible set- 
tlement with Vietnam, and to probe grievances about U.S. policy on the 
part of some countries in the region. 

In August, Soviet media argued that “the rapid strengthening of ties in 
the military sphere between the United States and China” was “causing 
particular concern in Southeast Asia,” a region that China “has always 
viewed as an important zone of its political interests.”!7 The Soviet 
commentary contended that U.S. Secretary of State Shultz’s effort to 
convince the ASEAN countries that U.S.-PRC military cooperation was 
exclusively in defensive arms “had failed to yield the desired effect.” The 
buildup of Sino-U.S. military cooperation, it concluded, was justifiably 
viewed by Southeast Asian nations as a threat to their security. 

In April, during a visit to Moscow by Indonesian Foreign Minister 
Mochtar Kusumaatmaja, the Soviets did their best to exploit differences 
between Indonesia and Thailand over a settlement in Kampuchea. The 
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Soviet government newspaper, Izvestiya, quoted with approval the al- 
leged remarks by the Indonesian armed forces commander, Benny Mur- 
dani, that Vietnam was not a threat to Southeast Asia, while throwing cold 
water on a Thai contention that Murdani’s remarks represented only a 
“personal view.”!® Izvestiya also contended that Thailand was chiefly 
responsible for stoking tension in Southeast Asia and that it was doing so 
at the behest of Washington. 

The Soviets were also stepping up efforts to increase economic ties 
with Indonesia. In October, Izvestiya pointed to the visit of Ali Ward- 
hana, Indonesian minister for economics, as “the first visit to our 
country in 20 years by an Indonesian statesman at such a level concerned 
with economic problems.”!® The Soviet newspaper contended that Ward- 
hana’s visit to Moscow was proof of a “recently evident evolution” in 
Indonesia’s entire foreign policy that reflected a desire to “make its 
foreign policy course more independent. ...” Jakarta, said the Soviet 
newspaper, was reacting sharply against Washington’s policy in Asia and 
the Pacific and was unwilling to see ASEAN dragged into a pro-Western 
military and political bloc. 

The Soviets also drew comfort from the decision by the New Zealand 
government to ban the entry of American nuclear ships into the coun- 
try’s ports. According to Moscow, the U.S. was unable to persuade the 
new Labour government in New Zealand to alter its stand on this issue.”° 


Soviet Policy in Afghanistan 
As the Soviets completed their fifth year of fighting in Afghanistan, there 
were a number of indications that their ruthless tactics and far superior 
weaponry, especially airpower, were turning the tide of battle against the 
courageous resistance fighters. 

The Soviets launched their ninth major offensive in the strategic 
Panjsher Valley at the end of October. It was the third such offensive 
since April. The Soviets deployed large numbers of troops, armor, and 
helicopters. For the first time, the Soviets were trying to block both the 
northern and southern exits of the Panjsher as well as several side 
valleys. High-altitude cluster bombing is said to have preceded the 
offensive.”! Although the Soviet army and its Afghan allies have taken 
heavy casualties, the Soviets have succeeded in almost depopulating the 
Panjsher Valley. It is estimated that as many as 150,000 inhabitants of 


18. Izvestiya, April 10, 1984. 

19. Ibid., October 13, 1984. 

20. Tass, September 26, 1984, FBIS, September 27, 1984, p. El. 
21. FEER, November 22, 1984. 


30 ASIAN SURVEY, VOL. XXV, NO. 1, JANUARY 1985 


the valley have been forced to flee their homes. At the same time, the 
Soviets were stepping up pressure on Pakistan to cease aid to the rebels, 
and there was an increased Soviet military presence in provinces near the 
Pakistani border. 

Western intelligence officials concluded in midsummer that savage 
Soviet military campaigns against Afghan villages had gone a long way 
toward drying up popular support for the rebels. Soviet forces had 
greatly disrupted the rural communities that had been supporting the 
rebels by providing food, water, and shelter. Many villages have been 
systematically and ruthlessly destroyed by air strikes and armored at- 
tacks. The result is that their populations have left to seek refuge away 
from combat areas, leaving the insurgents without the supplies they 
need.”” Afghanistan had a population of about 15.5 million when Soviet 
troops invaded in the last week of 1979. Western analysts now estimate 
that three million people have migrated to Pakistan and a half million 
more to Iran, and that at least another half million have been killed, 
wounded, or driven from their homes.” 

According to one observer who has watched the conflict in Afghani- 
stan carefully during the past five years, the Soviets have had significant 
successes in a number of respects. They have turned the conflict into a 
war between Afghans; they have created a state security service of some 
20,000 men controlled by the KGB and at the same time have managed 
to keep some 30,000 Afghans under arms. Less than 20% of the 100,000 
Soviet troops now participate in actual combat. The Soviets have inflicted 
much higher costs on the Afghans than they have sustained themselves; 
they are increasingly relying on air power to attack resistance holdouts; 
they have made considerable “progress” in “Sovietizing” the educational 
system and the economy; and they are now training a future generation 
of Afghan leaders in the Soviet Union. Meanwhile, Western journalists 
and Western public opinion seem to have forgotten about Afghanistan 
and several Western allies are encouraging Washington to mute its 
protest about Soviet activities in the country. A continuation of these 
trends, as Khalizad suggests, could in time lead to a consolidation of 
Soviet power in Afghanistan.”4 


The Soviet Union anc South Asia 
Toward the end of the year, the Soviets were stepping up their pressure 
on Pakistan in an effort to get Pakistani President Mohammed Zia-ul- 


22. New York Times, July 15, 1984. 
23. Ibid. : 
24. Zalmay Khalizad, “Moscow's Grip on Afghans,” New York Times, April 9, 1984. 


THE USSR AND ASIA 31 


Hag to abandon the Afghan resistance. A steady drumbeat of Soviet 
propaganda accused Pakistan of transiting U.S. arms to the rebels and 
colluding with China in the “undeclared war against Afghanistan.” On 
September 20, the Soviet military newspaper, Red Star, published a 
particularly vitriolic attack against Pakistan. It accused Pakistan of seek- 
ing to overthrow the Karmal government, of turning its territory into the 
main support base of the Afghan “counterrevolutionaries,” and of help- 
ing to train thousands of rebels, including an increasingly large number in 
Pakistani army training centers. Red Star went on to say that Pakistan was 
allowing more than eight radio stations to broadcast propaganda against 
the Karmal government from Pakistani territory, and that this was done 
in close cooperation with the CIA, Western news agencies, and Afghan 
“counterrevolutionaries.” Pakistan was even trying to arrange a “gov- 
ernment in exile,” said the Soviet newspaper. 

Why was Pakistan so hostile to the Karmal government? Moscow's 
answer was that Pakistan had been drawn into the U.S. orbit in exchange 
for major financial subsidies. 

As part of its increased pressure against Pakistan, Soviet and Afghan 
planes and artillery violated Pakistan’s borders several hundred times in 
the period from August to October, according to Pakistani intelligence 
sources.2® These sources believed that the increased border violations 
had two main purposes. One was to attack guerrilla bases and the other 
was to increase pressure on President Zia to clamp down on Afghan 
resistance activities. 

Still another purpose of such pressure may be to encourage opposition 
to Zia’s policies inside Pakistan. Some of the leaders of Pakistan’s banned 
political parties have become more vocal in opposition to Zia’s policies. 
They are calling for diplomatic recognition of the Karmal regime, con- 
cessions at peace talks, improved relations with the Soviets, and a return 
of the three million Afghan refugees to Afghanistan. 

Soviet relations with India, while continuing to be strong, were 
changing in some significant ways. The strength of these relations was 
demonstrated by the six-day visit to India in March of Soviet Defense 
Minister Dmitri F. Ustinov (who died in late December), who evidently 
agreed to sell India a variety of up-to-date jet aircraft, warships, missiles, 
and electronic surveillance systems.’ Details of the agreement were not 
made public, but it was the first major deal between the two countries 
since a $2.5 billion accord in 1981. The new arms include “more sophis- 
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ticated equipment with higher strike power,” Indian officials said, and 
they added that the supplies would be made available “with a great sense 
of urgency.” 

Still, the nature of Soviet-Indian relations seemed to be changing. For 
one thing, India was beginning to try to diversify its arms suppliers. It is 
buying Mirage jets from France, Jaguar and Sea Harrier jets from Brit- 
ain, and submarines from West Germany. Also, as India develops its 
economy and becomes more industrialized, it is looking toward acquiring 
more advanced Western technology. It is collaborating with the Japanese 
on automobile design and production, for example, and is seeking col- 
laborative arrangements for transfers of high technology from the 
West.** 

It was unclear just how the assassination cf Indira Gandhi and the 
accession of her son, Rajiv, was going to affect the Soviet-Indian re- 
lationship. Prior to Mrs. Gandhi's assassination, a thaw between New 
Delhi and Washington had set in. Despite Washington's displeasure with 
India’s stand on Afghanistan and its concern cover India’s close military 
ties with Moscow, there was a considerable improvement in U.S.-Indian 
economic and military ties. In 1984, the United States replaced the 
Soviet Union as India’s biggest trading partner with a total two-way trade 
of US$4 billion. Moreover, earlier in the year, U.S. warships called at 
Cochin and Bombay ports—the first such visits in 13 years.2® These port 
calls were followed by a visit to Washington of the Indian chief of staff, 
Gen. A. S. Vaidya, who came in quest of certain items of military 
hardware.*° At the same time, Washington is demonstrating a new prag- 
matic attitude toward India’s leading role in South Asia and there is grow- 
ing awareness of the possibility for economic and technical cooperation. 
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CHINA IN 1984 
The Year of Hong Kong 


Thomas P. Bernstein 








The initialing on September 26, 1984, of the “Sino- 
British Joint Declaration on the Question of Hong Kong” was an event 
of historic significance.! China will “resume” sovereignty over Hong 
Kong in 1997, the year when the 99-year lease over the New Territories 
expires, while pledging to maintain Hong Kong as an autonomous, 
capitalist enclave for 50 years. The agreement is important not only for 
Hong Kong but also because it is a signal to the Chinese people and to 
the world at large that the People’s Republic of China (PRC) intends to 
persist with the “open door” and with domestic economic reform. The 
title of this essay is a symbol of the extent to which reform occupies 
China’s center stage, reform which, if successful, may lead to a degree of 
complementarity between the economies of the mainland and of Hong 
Kong. And the Hong Kong agreement is intended to demonstrate to 
Taiwan that a viable precedent for unification has been created. Soon 
after the agreement was signed, Premier Zhao in fact renewed the PRC’s 
overtures to Taiwan in just these terms, reiterating that Taiwan could 
expect even more by way of autonomy than Hong Kong, e.g., retention 
of its own armed forces. 

The agreement illustrates China’s capacity to separate principle from 
practice. In the negotiations, the PRC refused to budge on the principle 
of sovereignty, thus forcing the British to give up their goal of retaining a 
role in the territory's government beyond 1997. But once Britain had 
conceded this point, China’s nationalistic, Marxist leaders were able to 
make a bilateral, binding agreement that spells out in detail a remarkable 
degree of autonomy for the “Special Administrative Region” (SAR) of 
Hong Kong, under the slogan of “one country and two systems.” The 
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Chinese had reportedly wanted to confine the agreement to a statement 
of generalities, but gave in to British insistence, fortified by a flow of 
Hong Kong delegations to Beijing, that details were essential to maintain 
the vital business confidence upon which Hong Kong’s freewheeling 
capitalism depends. China’s interest lies in the maintenance of Hong 
Kong’s dynamic economy, from which the PRC receives an estimated 
one-third of its foreign exchange as well as managerial and technical 
know-how for the modernization effort. China has also invested about 
US$5 billion in Hong Kong, while businessmen from the territory are 
the largest group of investors within the PRC. 

In the Joint Declaration the PRC spells out its “basic policies” toward 
Hong Kong, which consist of preservation of Hong Kong’s “lifestyle,” 
including the economic, social, and judicial systems, but stripped of the 
British presence. China promises that socialism will not be introduced 
before 2047, that economic and individual rights will remain in place, 
that residents will have their own travel documents and may travel freely, 
that Hong Kong may issue its own currency and maintain a free port, and 
that Hong Kong will be able to conclude a wide range of economic and 
cultural agreements with other countries, retaining membership in 
GATT and the Multifiber Agreement. Hong Kong’s chief executive 
officers are to be chosen from among “patriotic” (as Deng Xiaoping has 
put it) local residents, appointed by Beijing after “election or consulta- 
tion.” Beijing promises not to send its own officials. Non-Chinese will be 
able to serve in the SAR’s government. Beijing, however, will control 
Hong Kong’s foreign affairs and defense. Troops will be stationed in 
Hong Kong, but it will be the local police who will maintain order. The 
issue of troops was controversial, for last May Deng Xiaoping publicly 
rebuked two vice premiers for having denied that troops would be 
stationed in Hong Kong.” For Deng, the stationing of troops—estimated 
at no more than 3,000—5,000—is an attribute of sovereignty that could 
not be compromised. A Sino-British Joint Liaison Group will monitor 
the transfer of power to the year 2000. 

The Joint Declaration and its three annexes are “equally binding” and 
will come into force before June 30, 1985, after ratification by each 
country’s legislature. A British “Assessment Office” is seeking to ascer- 
tain public reaction in Hong Kong, but there will be no plebiscite, and in 
fact no choice. The two years of talks, punctueted periodically by strong 
Chinese pressures, had produced much anxiety, manifested by sharp 
fluctuations in the stock market, rising emigration, and pressures for 
democratization. The decision in April by Jardine Matheson, a firm 
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synonymous with Hong Kong's history, to shift its seat of ownership to 
Bermuda was a telling indicator of anxiety. While the impact of the 
agreement on public opinion is not as yet clear, initial reports are 
positive, in large part because of the reassuring detail on such vital 
matters as land leases and aviation rights. Whether the initial enthusiasm 
is sustained will hinge significantly on a “Basic Law,” which Beijing will 
- draft and which will spell out just how Hong Kong's government will be 
chosen and how much of a veto power over local decisions the central 
government will retain. The Basic Law presumably will also spell out just 
what Beijing means by “free speech,” which, it is said, will not include 
the right to use the term “Republic of China.” 

Can the PRC be trusted to adhere to the Joint Declaration? It is an 
international agreement, but once the British depart, how China deals 
with Hong Kong will essentially be an internal affair. Those who do not 
trust China point to the many upheavals and policy reversals that have 
marked PRC history, including the fact that China now operates under 
its fourth Constitution (actually the fifth, if the 1949 Common Program 
is included). However, even during the height of the Cultural Revolu- 
tion, in 1967, when Red Guard violence spilled over into Hong Kong, 
China’s leaders refrained from taking over the colony. Economic self- 
interest prevailed even then. But those who are suspicious point to the 
fate of Shanghai in the early 1950s. Despite promises of “New Demo- 
cratic” moderation, Shanghai was subjected to violent social revolution, 
leading to the escape of many of the capitalists who Jater made Hong 
Kong prosperous and who are now most anxious about 1997. Similarly, 
the 1951 promise of autonomy made to the government of Tibet was not 
kept. 

The relevance of these breaches of promise to today’s Hong Kong is 
questionable. Not only were they not made in bilateral agreements such 
as the present one—in 1954 India recognized Tibet as a region of 
China-—-but moderation was in fact only a temporary expedient designed 
to pave the way to socialist transformation, much as had been the case in 
postwar Eastern Europe.’ In contrast, the Hong Kong agreement was 
reached in the sixth year of a moderate policy, one that is a profound 
reaction to twenty years of disastrous and disillusioning radical experi- 
ments during which the revolutionary impulse burned itself out. 
Moreover, in the 1950s revolutionary change was spurred by the harsh 
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international environment. U.S. military and economic pressures helped 
create a siege mentality leading to intolerance toward those with a 
western orientation, such as the Shanghai capizalists. The contrast with 
the current international situation of China could not be greater. The 
increasing economic integration of China into the world economy is a 
major factor making for adherence to the agreement. Indeed, Hong 
Kong’s most important protection will be Chica’s concern for its inter- 
national reputation. 

Although conditions have changed since the 1950s, new uncertainties 
will inevitably arise during the long transition period. Deng Xiaoping is 
80 years old and even his established successors, Hu Yaobang and Zhao 
Ziyang, are 69 and 66 years old, respectively. The two years of negotia- 
tions were a process of education for Chinese leaders in what it takes to 
maintain a capitalist system and the vital element of business confidence 
in Hong Kong, whose most capable managers and professionals have 
options to leave. Whether the new leaders who will rise in the next 
decades will have achieved a similar understanding is not clear. Well- 
intentioned intervention based on ignorance could well sap trust. Politi- 
cal conflict could also disrupt the transition. At present, there is no 
evidence of deep-seated elite opposition to the Hong Kong settlement, 
but the modernization process inevitably generates tensions, and in 
China these have often taken the form of a confiict between the Chinese 
essence and foreign values.4 Should new conflicts of this sort break out, 
the Hong Kong agreement, as a prime symbol cf compromise with alien 
values, could become a target. 


Domestic Reforms 
The success of the Hong Kong experiment will hinge to a significant 
degree on the fate of domestic economic reform. The extraordinary 
attention paid to this subject by the media in 1984 suggests that reforms 
ate proceeding apace. And indeed, important new changes were an- 
nounced. For the villages, where the reforms heve made the most prog- 
ress, Central Committee Document no. 1 was promulgated, which 
broadens the rights of peasants to farm on their own and to engage in 
entrepreneurial activities.” The document is a response to inadequate 
peasant confidence in the reforms. Having acquired the right to lease 


4. For a telling historical analysis of this conflict, see Michel Oksenberg and Steven 
Goldstein, “The Chinese Political Spectrum,” Problems of Communism, 23:2, March-April 
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land from the production teams in exchange for fixed charges, peasants 
failed to improve the land, fearing that it would be taken away from 
them. Document no. 1 extends the duration of contracts to 15 years or 
more in order to provide security of tenure. It permits lateral transfer of 
contracted land from one household to another so as to encourage its 
more rational use, leading to the development of large commercial grain 
farms. Some peasants are to specialize in subsidiary crops and still others 
to engage in manufacturing, commerce, and service trades. A household 
giving up its land contract may not charge rent but may be compensated 
for improvements. In principle land is owned collectively and may not be 
bought and sold, but it would not be surprising if an informal land market 
were to develop. 

Much attention was devoted in 1984 to the “specialized households,” 
i.e., the some 24 million entrepreneurs who produce for the market. 
Those among them who make 10,000 yuan or more are the new role 
models of a rural society in which average net per capita income was 308 
yuan in 1983, up from 133 in 1978. Encouraging entrepreneurship 
requires loosening restrictions on trade, on mobility—peasants may now 
settle in the smaller towns and go into business—on peasant acquisition 
of means of production and on the hiring of labor, usually disguised 
under euphemisms such as “helpers,” “assistants,” or “work exchange.” 
Judging by numerous press accounts, peasant entrepreneurs meet with 
considerable difficulty. Bureaucrats have harassed them, imposing “un- 
reasonable” regulatory obstacles, cadres have torn up contracts when 
peasants made “too much” money, and various payments and fees have 
been extracted from them. The problem is so serious that several prov- 
inces have issued detailed regulations prohibiting such abuses.* The 
press blames “leftist” ideology, and indeed the campaign against spiritual 
pollution launched in October 1983 did reinforce the Maoist message 
that making money is illicit and immoral, prompting top leaders to 
exempt the villages from the drive as early as December. But the prob- 
lems go deeper: fleecing of prosperous peasants is in part due to an 
inadequate tax system unable to cope with sharp variations in income. 
Collective units and local governments may not have enough funds to 
provide essential services. Corrupt and illicit activities arise because peas- 
ant entrepreneurs are hampered by “clogged channels,” i.e., by in- 
adequate supplies of inputs and inadequate marketing outlets for their 
produce, a problem exacerbated by the 1984 record grain crop. These 


6. See Renmin Ribao, June 9, 1984; Radio Hefei, October 6, 1984, FBIS, no. 196, 
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structural inadequacies require that much business be done by weaving 
connections (guanxi) and forming patronage networks. The result is a 
convergence of the emerging rural economic elite with the political elite. 
This convergence is in fact being encouraged by the policy of recruiting 
outstanding members of specialized households into the party. While 
this is meeting with considerable obstruction from orthodox party mem- 
bers, joining the party is an attractive prospect for the specialized house- 
holds since it legitimizes their activities. If many are in fact recruited, the 
party’s social base will be altered, since specialized households may be 
rich not simply in terms of money but in the Marxist sense of owning 
means of production and employing labor. This issue is reportedly being 
discussed internally, but for the time being policy makers are content 
with the continuing remarkable success of the agricultural reforms in 
raising incomes, output, and productivity.’ 

Rural reform is a source of inspiration for urban reform and also a 
source of pressure, since centralized industry has difficulty meeting the 
needs of an increasingly commercialized decentralized agriculture. The 
goals of urban reform are to reduce stifling hierarchical controls, unleash 
initiative, raise efficiency and accountability, promote competition, and 
foster mobility of the talented, hitherto bound tightly to their lifetime 
work units. “Responsibility systems” have been adapted from the villages 
in order to specify workers’ tasks and tie wages to output. The use of 
contracts in urban enterprises, commerce, and even in capital construc- 
tion has been promoted. Ministries have asked for competitive bids from 
state enterprises, and some small ones have been leased to individuals. 
University and research institutes are experimenting with contract re- 
search.® The press is full of stories about innovative changes of this sort, 
but the enormous publicity probably gives a misleading picture of the 
extent of actual change. A recent foreign repcrt on the training of oil 
field workers, for instance, showed that bonuses still were not being paid, 
that wage rates continued to be egalitarian, and that inefficient workers 
still could not be fired.® Change no doubt is taking place, but at variable 
rates. 

The Third Plenum of the 12th Central Committee, held in October, 
adopted a major decision on urban reform.!® In December 1978, the 
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Third Plenum of the 11th Central Committee inaugurated the current 
reform era; the symbolism of a new Third Plenum no doubt was designed 
to enhance the impact of the new decision. The document, however, 
illustrates the difficulties of thorough urban-industrial reform. It com- 
bines a dazzling vision of industry made efficient by the market with an 
extraordinary caution on key issues such as price reform. It reiterates 
earlier calls for reduction of mandatory planning, i.e., administrative 
control, and for greater reliance on guidance planning, i.e., economic 
levers, and on the market. Enterprises are to become “relatively indepen- 
dent entities” able to plan and market their output, fire workers, set 
wages and prices, but within prescribed limits. They are to be “put to the 
test of direct judgement by consumers in the market place so that only 
the best survive.” But it is the state that will decide who the top managers 
are to be and which plants are to close down. The state will retain direct 
control over key commodities and key enterprises. The document uses 
the term “planned commodity economy.” The market will play a role but 
it will be a circumscribed one. 

The decision calls for price reform. The current price system does not 
reflect relative scarcities. Enterprise profitability may be due not to 
efficiency but to the artificially low price of essential inputs. Intent not- 
withstanding, the new tax-for-profit system cannot provide an objective 
standard of performance, since taxes must be adjusted to take into 
account how each unit is affected by arbitrary prices. Price reform also 
aims at eliminating the enormous subsidies with which the state under- 
writes the differential between procurement and consumer prices of 
agricultural produce. But while recognizing the absolute need for price 
reform, the document calls for “extreme prudence” in carrying it out. 
The reason is that 80% of state revenues come from enterprise remit- 
tances and every urban household would be affected if subsidies were cut 
or if the market determined prices. Repressed inflation would burst into 
the open. The document promises that “spiraling price rises” would not 
be tolerated and that wage increases would offset price rises provided, 
however, that productivity also goes up. Popular anxiety concerning 
inflation is real; reportedly panic buying occurred in Beijing after the 
document was published. China’s leaders are constrained by the neces- 
sity of earning the country’s trust in their promise that modernization 
will bring a better life. Hence they must move cautiously. No doubt they 
also know that when the Polish government tried to cut urban subsidies, 
Solidarity sprang up. 

Industrial reform requires unpopular, difficult decisions. It is not at all 
clear whether the government will in fact allow important but inefficient 
enterprises to go out of business (in 1983, 15% of state enterprises lost 
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money). Nor is it clear whether the Chinese state can tolerate large-scale 
unemployment among urban workers, who have hitherto enjoyed their 
iron rice bowl. To be sure, collective and individual small-scale business, 
which now flourishes in the cities and relies heavily on young people, 
may be able to absorb redundant members of the state labor force, but if 
large numbers are involved difficulties may arise. In the past few years, 
when industrial reforms backfired, as when decentralization of capital 
construction led to massive spending on unnecessary projects, the state 
called a halt and reimposed its priorities. It remains to be seen whether 
the new reforms will meet a similar fate. 

The Third Plenum decision reaffirms commitment to the open door as 
indispensable to China's modernization. Fourteen coastal cities were 
opened up to locally negotiated foreign investment in 1984, in effect 
expanding the concept of the Special Economic Zones. This new ‘step 
provoked a dispute between Deng Xiaoping and Chen Yun, who is 
thought to believe that it will deepen regional inequality between the 
advanced coastal region and the hinterland." Deng is said to have care- 
fully mobilized support for this widening of the open door, for example, 
sending all 11 commanders of the military regions to Shenzhen to learn 
about the most successful of the Zones. Foreign investment is also being 
encouraged by permitting companies to sell 20% of their output in China 
rather than exporting it all, a crucial issue for many foreign firms anxious 
to sell in the China market. In the past, only joint ventures were permit- 
ted; now, wholly owned foreign enterprises may be set up. Attracting 
large-scale foreign investment is, however, a slow process. Companies 
must continue to cope with frustrating bureaucratic delays, with prob- 
lems of contract observation, and with high laber costs (the state approp- 
riates the difference between what foreigners pay and what Chinese 
workers get). These difficulties have led some firms to pull out. Others 
have succeeded in making deals, sometimes with high-level intervention 
as in the case of Armand Hammer’s Occidental Petroleum Company, 
which signed a $600 million contract to develop the world’s largest 
open-pit coal mine in Shanxi, the largest U.S. investment in China. But 
China’s insistence on balanced foreign trade and reluctance to spend its 
foreign exchange reserves, estimated at about $16 billion, slows down 
the pace of imports. l 

The new document also calls for accelerated promotion of “thousands 
upon thousands” of young and middle-aged managers. The replacement 
of the directors and party secretaries of China’s 3,000 largest enterprises 
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by college graduates not over the age of 55 was to be completed in 
1984—85. And indeed, younger, better trained and more energetic man- 
agers not wedded to outdated ways may have an impact on industrial 
efficiency even in the absence of structural change. But as always there 
are difficulties. Technically trained intellectuals face hostility and 
obstruction in their quest for promotion, including refusal to admit them 
into the party, which is essential to legitimize their status, as well as 
unwillingness to give them the requisite authority once on the job. 
“Why is it so difficult to implement the policies on intellectuals?,” 
lamented the People’s Daily.” The intelligentsia is still underpaid, as the 
Third Plenum document noted, and much still has to be done in order to 
unleash its energies. 

Personnel changes in the party and government have been moving 
down the hierarchy. Reform of provincial and prefectural organs was 
completed in 1983 and county reforms more or less in 1984. The 
number of leading cadres in the provinces dropped by 34%. Their 
average age declined from 62 to 55, the percentage of the college 
educated rose from 20% to 43%, and 45% were newly appointed to 
provincial posts. Similar changes occurred at the lower levels. However, 
in the view of Qiao Shi, head of the Central Committee’s Organization 
Department, the age distributions are still too high, the educational 
levels still too low, and too few professional or technical experts have 
received generalist positions. Still, since 1982, 20,000 leading cadres 
have been given appointments from the center down to the county and a 
“reserve force” of more than 100,000 young and middle-aged cadres has 
been selected for future appointment. Moreover, another step was 
taken to streamline political institutions with the decentralization of the 
party’s personnel appointments system. Control over appointments 
(nomenklatura) is the major way in which a Communist party maintains its 
power, but in China the Central Committee Secretariat controlled an 
unmanageably large number of jobs. Central control is to be cut by 
two-thirds, so that only the most important subnational appointments 
will be on the Central Committee’s list. 


Politics 
How much conflict are these changes provoking? Resistance and 
obstruction by party and government bureaucrats whose interests are 
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adversely affected by personnel changes and merket-oriented reform are 
to be expected. But what about conflict among top leaders? As noted 
above, elderly leaders such as Chen Yun are said to regard the new 
reforms as going too far, as indeed seems incicated by the themes in 
volume two of his works. As Deng Xiaoping put it in an interview with 
former German Chancellor Helmut Schmidt, “there are some people for 
whom the urban reforms cause headaches.”'* Was the short-lived drive 
against spiritual pollution in the fall and winter of 1983—84 a sign of 
struggle? Spiritual pollution (jingshen wuran) refers to deviations that 
range from advocacy of Marxist humanism anc recognition that aliena- 
tion exists in socialist society to acceptance of Western economic theory 
and liberal tendencies in art and literature. In society, it refers to “un- 
healthy” tendencies such as interest in rock music, “vulgar” books, 
pornography, Western fashions, and other aspects of cultural contamina- 
tion. According to a speech by Deng Xiaoping published in Taiwan, it 
was Deng himself who at the Second Plenum in October 1983 called for 
“forceful criticism” of spiritual pollution and “necessary restraining mea- 
sures.”!> As the drive got underway, two Peoble’s Daily editors were 
purged and anxiety and tension mounted among intellectuals. Remark- 
ably, however, few responded to demands for thorough criticism and 
self-criticism. Many kept silent, refusing to bow to pressures or making 
only superficial confessions, some sending letters to top leaders to com- 
plain about the course the campaign was taking. In society at large, 
however, vigilantes harassed people whose hair was deemed too long or 
who wore flared trousers. Workers were told to turn in forbidden music 
tapes and books. Since “spiritual pollution” was also considered to in- 
clude illicit gain, entrepreneurs in town and country found themselves in 
a legal no-man’s land, subject to harassment. Chinese reduced their 
contacts with foreigners, while foreign investors, especially Japanese, 
reportedly held back. Hu Yaobang, while visiting Japan, and Zhao 
Ziyang, in the U.S., were questioned about the campaign, so foreign 
concern became a factor. By December, the leadership decided to call off 
the campaign in the countryside, and a month later, it was confined to 
relatively innocuous debate and discussion. 
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One explanation for the campaign is that it was the product of a 
leadership consensus that criticism of spiritual pollution, especially 
among liberal intellectuals, was essential to reassert the basic premises of 
the system, i.e., the “four upholds.” Deng did not want a high pressure 
campaign, however, and when criticism got out of hand and began to 
affect the economic sector, restraints were imposed. Another explana- 
tion is that Deng Xiaoping launched the drive in order to preempt leftist 
demands for an even more rigorous antirightist crackdown. More 
specifically, the propaganda chief, Deng Liqun, is said to have used the 
campaign in order to challenge his boss, Hu Yaobang. But Deng Liqun’s 
maneuver backfired in that a coalition of Deng Xiaoping’s lieutenants, 
including Hu and Zhao, counterattacked, using the abuses of the cam- 
paign as ammunition. Last April, Deng Liqun’s ouster was widely ex- 
pected. The fact that he is still in office may be due to his past loyalty to 
Deng Xiaoping (during the latter’s second purge, in 1976, Deng Liqun 
refused to criticize him), but it may also suggest that the conflict explana- 
tion lacks persuasiveness.’® One conclusion may be drawn: Economic 
reform is on the agenda—and with it a loosening of stifling party 
controls—but political liberalization is not. Whether political reform 
defined as some sort of diffusion of political power will become an issue, 
either to facilitate radical economic reform or as a consequence, is not 
yet clear. 

The theme of opposition to “rightist” spiritual pollution was over- 
shadowed by the “antileftist” theme of “total negation” of the Cultural 
Revolution. This means that all Red Guard factions, no matter what their 
orientation or conduct, are now condemned as having been wrong. Quite 
a few hidden factional leaders accused of having committed violent 
crimes during the Cultural Revolution have been uncovered, their long 
survival indicative of deeply entrenched protection networks. At the 
same time, most Cultural Revolution offenders are treated with leniency, 
even though their victims have in some cases demanded harsher punish- 
ment. “Education and reform” are supposed to be adequate.” Appar- 
ently only a few thousand party members have thus far been expelled 
during the current rectification campaign. To be sure, this three-year 
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effort to cleanse and reeducate the party is still in the stage of comparison 
and evaluation, but it does seem that a sweeping purge of the millions 
recruited during the Cultural Revolution is noz in the offing. 

The “total negation” of the Cultural Revolution is aimed in particular 
at the military, which had been entrusted by Mao with the task of 
supporting the Red Guard left. A campaign was waged in 1984 to 
convince military personnel that supporting the left had been a funda- 
mental mistake, thereby going beyond the 1981 “Resolution... on 
Party History.” Li Desheng, the only Commander of a Military Region to 
have retained his post, has now made a criticism of his role in the 
upheaval. But “many problems” remain in rectifying the army, including 
those existing among recently promoted officers.!$ This campaign is a 
further sign of the difficult transition the PLA is making from the Maoist 
era to the era of the four modernizations. It is not only that radical 
ideology is to be eradicated, but the recruitment base has changed as 
peasants prefer making money to serving in the army. A new conscrip- 
tion law was promulgated in 1984, and much attention was paid to the 
need to improve the PLA’s organizational and technological capabilities. 
Claims were made of significant gains in capacity to carry on combined 
operations, to respond quickly, and to handle advanced weaponry. A 
“historic change” is said to have occurred in ofacer training. In the past 
six years, more than one million military cadres have undergone some 
sort of training.!® Seventy percent of those selected to lead regiments, 
divisions, and armies have been educated in military academies and 
institutes. This change may make it easier for the PLA to absorb modern 
technology in future years; at the same time appetites for more money to 
modernize also have grown, fueled by rapid economic growth. Yang 
Shangkun, writing on Army Day, linked “gratifying” economic growth 
with “encouraging prospects” for military modernization. But Deng 
Xiaoping puts more stress on limiting spending until modernization is 
achieved. “After all, one of the reasons why the Soviet economy suffers 
from paralysis is that the Russians spend too much money on the mili- 
tary.” Deng is also not happy with the slow pace of top-level military 
personnel changes. In early November he voiced his impatience with the 
slowness of promotion of “younger and more competent’ officers to top 
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posts, saying, “I hope to see more open-minded people in the army.” 
One sign of slow change is that a decision to restore ranks abolished in 
1965 has not been implemented, reportedly because of bickering among 
status-conscious senior officers. 


Foreign Policy 

In foreign relations, the main events of the year were Premier Zhao 
Ziyang’s tour of the U.S. in January and President Reagan’s visit to China 
in April. The visits were signs of a major improvement in the relationship 
and indeed of a new cordiality cemented by top-level personal contact. 
The Chinese media reported that Zhao had received an “enthusiastic 
welcome” from the U.S. government and people, that talks had been 
“serious, candid, and friendly,” and that the strengthening of Sino-U.S. 
ties reflected an “irresistible historical trend.” China viewed the Reagan 
visit as an event of major significance, one that showed the most conser- 
vative and most pro-Taiwan of U.S. presidents publicly embracing the 
PRC and making a personal commitment to good relations. The Reagan 
visit was thus a media event for both sides, not just for an election- 
minded Reagan. The President had the opportunity to make several 
speeches to Chinese audiences, but his hosts deleted his more exuberant 
praise of the virtues of free enterprise and his anti-Soviet remarks from 
the television broadcasts. 

Censorship of Reagan’s remarks was a sign that China wished to avoid 
giving the impression that the PRC had become a partner in Reagan's 
anti-Soviet “united front.” Chinese leaders reiterated their adherence to 
an independent foreign policy, but added that independence did not 
mean equidistance. Extensive discussions of world problems showed 
agreement on the threatening nature of the Soviet military buildup in the 
Far East and on such issues as Indochina and Afghanistan. Deng Xiao- 
ping told Reagan that the Soviets posed the major threat to peace and that 
he supported the deployment of intermediate range missiles in Europe, 
cautioning, however, that further buildups might threaten the cohesion 
of the Western alliance. Deng also advised the President to abandon his 
four “aircraft carriers” of Israel, South Africa, Taiwan, and South Korea. 
Hu Yaobang’s lecture to Reagan on the errors of U.S. policy in Korea 
and the Third World caused a tense moment, which the President 
defused by inviting Hu to visit the United States. But harsh criticism of 
U.S. policy in the Third World, including the invasion of Grenada and 
Central American policy as a whole, has been a continuing media theme. 
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China’s independent foreign policy appears to be rooted in some 
unease with growing American might and assertiveness. One analysis of 
superpower relations concluded that while the balance between the two 
had not fundamentally changed, the U.S. had taken the offensive and the 
Soviets had been put into a “defensive and passive position.” The U.S. 
military buildup and economic recovery, according to this analysis, had 
raised American confidence and determination to confront the Soviets 
globally in defense of U.S. interests.2* This view contrasts sharply with 
the 1970s, when the Chinese deplored American “appeasement” and 
called for a military buildup. Now that there is one, Chinese appear 
ambivalent about U.S. power. 

Criticism of the U.S. notwithstanding, Sino-U.S. military relations are 
making limited progress. In March, a group of Chinese defense industry 
experts, reportedly including the son of Defense Minister Zhang Ai- 
ping, came to the U.S. in preparation for Zhang’s visit in June. In August 
the U.S. Secretary of the Navy visited China. Lower-level delegations on 
logistics and training have been exchanged, and the U.S. reportedly has 
agreed to the sale of TOW antitank and Hawk antiaircraft missiles. But 
the U.S.-China “dance” over weapons transfers is still continuing. The 
Chinese are said to have more confidence that the U.S. will not use 
weapons sales to push China into an anti-Soviet alignment. Evidently no 
weapons have been purchased, in contrast to dual-use technology. Still, 
the two military establishments are gradually getting to know one 
another and to edge towards some kind of limited cooperation. 

Sino-Soviet relations deteriorated in the wake of the Reagan visit. 
Given intense U.S.-Soviet hostility, China’s bargaining power vis-a-vis 
the two superpowers should have increased, but in fact the Soviets 
refused to play. Instead of wooing China, they criticized China harshly 
for giving Reagan so enthusiastic a reception, charging the PRC with 
complicity in Reagan’s “militaristic” course and dismissing the PRC’s 
deletion of his anti-Soviet remarks as cosmetic. Moreover, Sino- 
Vietnamese military tensions heated up and the Soviets predictably 
blamed China. The planned visit in May of First Deputy Prime Minister 
Arkhipov—chief Soviet economic adviser in China in the 1950s— 
became a casualty of Soviet anger. Conversely, the Chinese charged the 
Soviets with promoting an anti-Chinese campaign, noting that Cher- 
nenko himself had publicly criticized China. The PRC attacked renewed 
Soviet offensives in Afghanistan and the growing Soviet military pres- 
ence in Vietnam, e.g., in Cam Ranh Bay. And the Chinese revived the 
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central theme in their image of Soviet intentions to “control” China. 
Chinese explain their break with the Soviets in the late 1950s by Soviet 
attempts at “control.”?? This accusation reflects deep-rooted Chinese 
suspicions that the Soviet concept of “normal” relations actually aims at 
the renewed integration of China into the Soviet bloc. Both Deng 
Xiaoping and Hu Yaobang spoke of this, Hu in effect saying that the 
Soviet demand for “obedience” is the real problem, not simply the Soviet 
failure to meet the three Chinese conditions for normalization (i.e., a 
troop withdrawal from the border, including Outer Mongolia, and from 
Afghanistan, and cessation of support for Vietnam’s occupation of Cam- 
bodia).*4 

Soviet pressure on China in the wake of the Reagan visit prompted 
Chinese efforts to reassure the Soviets. Hu Yaobang told L’Unita that Li 
Xiannian, while visiting Romania in August, asked Ceausescu to inform 
Moscow that “China is not entering and will never enter into any alliance 
with the United States against the USSR. Never.” Hu added that the 
Soviets “underestimated our own steadfastness” in opposing the U.S. 
“hegemonist and imperialist policy” on Taiwan, noting that the Soviets 
were not reading Sino-U.S. relations correctly. Hu also said that in July 
and August he himself had visited PLA garrisons on the Heilongjiang 
border, telling them of the need to develop Sino-Soviet friendship “from 
generation to generation,” a remarkably strong statement.** 

The deterioration in Sino-Soviet ties ended in the fall. Lengthy con- 
versations between Foreign Minister Wu Xueqian and Andrei Gromyko 
in New York were “frank, calm, and helpful,” while the October round 
of the semiannual normalization talks was “useful.” Most important, 
Arkhipov did visit China after all in December. He was received with 
unusual warmth amidst talk of a “new beginning” in the relationship, 
continuing Soviet refusal to budge on China’s preconditions not- 
withstanding. Major economic agreements were concluded, which pro- 
vide for a five-year trade pact and Soviet assistance in the modernization 
of industrial plants sent to China in the 1950s. 

In sharp contrast to previous years, Taiwan was not a major issue in 
Sino-U.S. relations in 1984. To be sure, during both the Zhao and 
Reagan visits, the PRC made its view unambiguously clear that U.S. 
Taiwan policy is the principal obstacle to a genuinely durable relation- 
ship. Moreover, the Chinese are alert to erosion of the various agree- 
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ments concerning Taiwan. For instance, when in late 1983 a proposed 
Senate resolution spoke of the “Republic of China” and of self- 
determination, threats were voiced that the Zhao visit might be called 
off. The Chinese also protested sections in the Republican Party plat- 
form that conflicted with their stand on Taiwan and Hong Kong. They 
seem to fear that some American liberals may support Taiwan indepen- 
dence on human rights grounds, thereby creating a common front with 
pro-Taiwan conservatives. The Taiwan issue may well heat up again, 
especially since the Chinese are launching a new unification offensive 
using the Hong Kong settlement as a precedent and U.S. arms sales are 
viewed in Beijing as reinforcing Taiwan’s refusal to negotiate. The U.S. 
arms sales to Taiwan will drop from a high of $830 million to about $760 
million, a grossly inadequate reduction in the Chinese view, given U.S. 
promises in the August 1982 communiqué. Deng Xiaoping told former 
Chancellor Helmut Schmidt in the fall that “Washington views Taiwan as 
an ‘unsinkable aircraft carrier, just as Moscow does Vietnam. The two 
superpowers are all alike.”® 

Deepening Sino-U.S. economic relations, though by no means without 
friction, create a common set of interests as the Chinese modernization 
program gathers momentum and the demand for technology increases. 
China had been deeply unhappy with U.S. recalcitrance in making high 
technology available, asking whether the U.S. viewed China as a friend 
or foe. Accordingly, when the U.S. reclassified China’s status to that of 
“friendly but nonallied” country in May 1983, thereby permitting a far 
greater range of high technology exports, the Chinese saw this step as a 
major turning point in the relationship, one that made possible the 
high-level visits of 1984. Detailed regulations were announced in De- 
cember 1983 and the numberof licenses issued has reportedly doubled. 
Bureaucratic obstacles remain, as do Chinese complaints, but a major 
step forward has been taken. 

Friction on other economic issues such as textiles persists. Forty to 
fifty percent of China’s exports to the U.S. consist of textiles and the U.S. 
market is vital for the Chinese modernization program. In December 
1983, a dispute over quotas was settled, but in the early fall of 1984 the 
U.S. imposed new restrictions in order to zid its own ailing textile 
industry. China was not fulfilling its commitment to purchase six million 
tons of grain in 1984, in part because of a grain glut at home but also in 
retaliation against the new U.S. restrictions. And still another dispute 
exists over nuclear power. China plans to build a series of nuclear power 
plants worth up to $20 billion in order to alleviate its acute shortage of 
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energy. President Reagan initialed a cooperation agreement in April that 
would permit the export of U.S. reactors, but thus far the agreement has 
not been submitted to Congress. The obstacle is that intelligence data, 
while reportedly inconclusive, suggest Chinese assistance to Pakistan’s 
nuclear program. The U.S. wants further Chinese assurances on non- 
proliferation, but the Chinese are said to be “extremely irritated” that the 
word of Premier Zhao is not taken as sufficient by the legalistic Ameri- 
cans.?7 

Two high-level visits cemented Sino-Japanese relations. Party Secre- 
tary Hu Yaobang went to Japan in November 1983 and Prime Minister 
Nakasone reciprocated in March 1984. Unusual gestures such as home 
entertainment of the guests showed the warmth of the visits. The two 
sides consulted on a wide range of issues, not just economics. Of course 
the latter was central. For Hu, the visit was his first look at a highly 
modernized country. A new Japanese low-interest loan of $2.1 billion 
was negotiated during the Nakasone visit (reportedly the Chinese had 
asked for $5 or 6 billion). The Chinese expressed unhappiness with the 
slow rate of Japanese investment, which is due to contract cancellations a 
few years ago and to a still inadequate protective legal infrastructure in 
China. The Chinese sought to allay Japanese anxiety about the durability 
of the open door in the light of the spiritual pollution campaign. Con- 
versely, the Japanese sought to dispel Chinese concerns about the revival 
of militarism. 

Broader consultations between the two sides included arms control, 
Asian security, Hong Kong, and superpower relations. Both agreed that 
Soviet military expansionism threatened peace, but it was Nakasone 
rather than the Chinese who pushed the stronger anti-Soviet line. Korea 
was discussed at length. The PRC officially supports the North Korean 
stand, but observers took note of Premier Zhao’s “mechanical” presen- 
tation to the Japanese of the Northern point of view, accompanied by 
assurances that China opposed any destabilization of the peninsula. 
China was clearly upset by the Rangoon bombings, and its press carried 
both the Burmese and North Korean versions of events. Greater 
Chinese equidistance between the two Korean states is also indicated by 
Hong Kong communist press reports that both need peace for their 
economic construction. Premier Zhao told Nakasone that unofficial 
contacts with South Korea, especially in the field of sports, would con- 
tinue. At the same time, however, China refuses cross recognition and 
supports North Korea's proposal for a tripartite conference between 
North and South Korea and the U.S. China has not responded to U.S. 
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suggestions that the PRC also take part, whick in the U.S. view would 
greatly enhance the likelihood of North Korean compliance with an 
agreement.” The fact that the Korean issue was thoroughly discussed by 
China and Japan suggests that Japan is now becoming an increasingly 
important and accepted actor in this important matter. 

And finally, note must be taken of China's participation in the Olym- 
pics and of the 35th anniversary celebrations cf the PRC’s founding on 
October 1, 1984. China's first full-fledged participation in the Olympic 
Games became an occasion for an outburst of patriotic enthusiasm. 
Chinese athletes won 15 gold medals, thereby bringing “honor for the 
motherland and added glory to the Chinese nation,” as a congratulatory 
State Council statement put it. Two hundred million Chinese watched on 
television the dramatic game between the Chinese and U.S. women’s 
volleyball teams, which China won. Patriotic sentiments also were nur- 
tured during the October 1 festivities. The high point of the Beijing 
celebrations was an immense military parade, presided over by Deng 
Xiaoping, which featured precision marching of a mesmerizing re- 
lentlessness. Strategic and tactical missiles as well as a great deal of 
conventional hardware were shown, made “entirely” in China. These 
displays of pride in the nation’s achievements are of great significance: 
What values will bind China together now that Maoism, and indeed 
socialism, have lost their attractiveness? The answer, of course, is 
nationalism, but it is not an expansionist nationalism. There is no reason 
to doubt that China needs a peaceful environment to modernize—a point 
often made in reaffirmations of the five principles of peaceful 
coexistence—but certainly, the impulse to complete China’s unification 
is rooted in these nationalist sentiments. 
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In November 1984, Nakasone Yasuhiro was chosen 
president of the ruling Liberal Democratic Party (LDP) for a second and 
final two-year term if the party rules remain unchanged. The LDP presi- 
dent automatically becomes prime minister, given the party’s majority in 
the Diet. If one focuses upon politics, Nakasone’s reelection was the 
single most important event of 1984. 

Yet in the past year, Japan also set a record trade imbalance with the 
United States, probably exceeding $35 billion. Moreover, most au- 
thorities said that Japan’s trade imbalance had become “structural” and 
thought that the record would be broken in 1985 and beyond. In August, 
the Economic Planning Agency recommended in its annual White Paper, 
and the cabinet accepted, that Japan become a capital exporting nation. 
Historians may wish to circle that month. If such a policy is carried out 
on a sustained basis, Japan will have taken a giant step in becoming 
integral to the international order. 

Other records were broken during 1984. The Japanese population 
grew only 0.6%, a new low. Japanese are now living longer than the 
citizens of any other nation. The government had to battle long and hard 
to get the Diet to enact legislation on medical services requiring the 
patient to make some payment for a visit to a physician. The question 
remains unresolved as to how a Japanese welfare state will be financed. 

The National Tax Agency announced that Japanese citizens had estab- 
lished a record for tax cheating, yet political satisfaction is high. Politi- 
cians collected more money than ever. Polls indicated that popular 
support for the Nakasone cabinet exceeded 50%, very unusual for a 
Japanese government in power for one and a half years and also evidence 
that the Japanese people have not tired of the party that has ruled them 
since 1955. 
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Polls also showed that support for the opposition parties reached a 
new low. In the past, at least 30% of the respondents had viewed such 
parties with some favor, but no longer, one reason for their displeasure 
being the lengthy opposition boycott of the Diet. Nonetheless, the 
government was able to get the Diet to pass 70 of the 84 bills presented 
to it, an unusually strong performance. 

The opposition parties shifted their political stance. The nation’s 
largest, the Japan Socialist Party, under a new chairman, Masashi 
Ishibashi, moved to the right, not without internal dissension. This 
allowed other opposition parties to move to the right, too, raising the 
question of whether one or more of the center parties might enter a 
coalition with the ruling LDP. Such a development, hinted during the 
year, would enlarge the political arena in which LDP factions contend for 
power, possibly altering the complexion of japanese politics. Formal 
coalition, however, does not seem an immediate prospect. Chances are 
good that there will be a general election in 1985, and the new balance 
struck between the LDP and the opposition parties will greatly deter- 
mine future events. 

Two men continue to dominate the political scene: Tanaka Kakuei and 
Nakasone Yasuhiro. Tanaka controls the party’s informal apparatus and 
Nakasone controls the formal governmental structure, although this 
division is too neat. Both men are 66 and both have been elected to the 
House of Representatives 15 times. Although they belong to the same 
party, they head different factions and represent different traditions. 
Each man recognizes that he must deal with the other. Is the relationship 
competitive? Cordial? It is hard to say, since the two men are so different 
in political style and interest. Nakasone is concerned with the world, the 
world system, and Japan’s role therein. He likes big ideas and deals 
readily with abstractions; though 35 years in pclitics have also taught him 
the art of the possible. Tanaka looks homeward, wanting to reconstruct 
the Japanese archipelago, a goal that only the most prescient political 
critics think he will achieve since he is supposed to fade from the political 
world, having been convicted of malfeasance in office. He works through 
people and organizations. What draws the two men together is the 
realization that if one fails, the other suffers. 

Tanaka’s strength lies in the strength of the faction he heads. From its 
inception in 1955, the LDP has had a majority of the seats in the Diet and 
its president has been prime minister. The party chooses its president 
through its factions. A faction leader aspires to the prime ministership 
and seeks out other Dietmen. In exchange for their support, in the 
1950s and early 1960s political funds and political office were offered, 
though nowadays most politicians have their own sources of funds and 
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want instead, or in addition, a favored position in policy brokering and in 
deciding and awarding government subsidies. Most of all, a faction leader 
offers an active role in the politics of the nation. In the first decade of 
their existence, the factions were small, at most 25 lower house mem- 
bers. Leader and follower met frequently, and bonds between them were 
strong. Newsmen of the day used military terms in describing the fac- 
tions, referring to divisions and regiments. 

In the mid-1960s, the founders of the LDP factions began to pass 
from the scene. Some factions just disintegrated. In one instance, a new 
leader emerged without challenge. In most cases, there was a struggle for 
leadership—a desperate struggle, often over years, since a contender 
realized that he had to have a faction to become prime minister and to 
build a faction from scratch would take more patience (years) than he had 
to give were he to achieve his goal in the foreseeable future. Thus, few 
contenders started new factions, and as time passed, the number of 
existing factions declined and their size increased. Factions were known 
by the names of their leaders, but they in turn had lieutenants and a type 
of group leadership often existed. The absolute loyalty of earlier times 
faded. 

Elections for the party presidency were held every several years with 
the Diet members forming the constituency. By winning such elections, 
Sato Eisaku managed to serve as prime minister for almost eight years, 
which led the party to adopt a new rule: no man could serve as party 
president for more than two successive terms of two years each. Sato’s 
principal lieutenant was Tanaka Kakuei, who took over the Sato faction 
and the prime ministership when Sato stepped down. An enterprising 
reporter was to uncover the complex business empire constructed by 
Tanaka to fund his faction and that seemed to add substance to the 
charge that he had made money the arbiter of Japanese politics. The 
political world talked of little else. Under strain and with his health 
affected, Tanaka resigned. 

Reform became the keynote of the third decade. A new political 
funding law reduced the capacity of a faction leader to raise money, and 
this in turn loosened discipline within a faction. The LDP changed its 
bylaws so that all party members were eligible to vote in a primary 
election for party president, with a run-off election between the two top 
candidates restricted to Diet members. The purpose of the new rules was 
to remove control of the party presidency from the factions. However, 
with his health restored, Tanaka demonstrated that a faction could be 
mobilized to win an election among all party members. Yet such elec- 
tions, involving more than a million voters, could not be easily con- 
trolled, and, the one time they were tried, proved to be very expensive. 
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Hence, party leaders resorted to consultations among themselves to 
select a single candidate. There has not been a contested election among 
Diet members during the past decade. In the meantime, new factions 
have been formed within and among the old factions, with their leaders 
hoping in time to inherit.the old factions. 

The trial and conviction of Tanaka on charges of accepting bribes kon 
the Lockheed corporation, meanwhile, has provided a new and continu- . 
ing factor in the political scene. Arrested in July 1976, Tanaka was found 
guilty in October 1983. He appealed the verdict and will again be sitting 
in the dock in September 1985. It seems likely that Tanaka concluded 
early that the court probably would reach an unfavorable verdict in his 
case. Wanting to keep political judgments in the political world, he set 
about building a faction sufficiently large to control the selection of the 
party presidency and the prime ministership. At present his faction 
numbers 120, and it is still growing. 

How has Tanaka been able to build a faction to an unprecedented size? 
He has paid special attention to the recruitment of members of the upper 
house, the House of Councillors, with almost one-half of his faction 
coming from that source. (In the case of the Fukuda faction, the percen- | 
tage is about 35%; the Miyazawa faction, 30%; and the Nakasone fac- 
tion, 16%.) Moreover, Tanaka has mobilized the secretaries of his Diet 
members, using them to. build a national political machine. He meets 
with them regularly and for lengthy periods. Through them, he not only 
acquires political intelligence but nurtures new candidates and constructs 
the organizations necessary to get them elected. l 

While Tanaka depends extensively on lieutenants to attend to the 
needs of his faction members, he is not prepared at this point to select an 
heir apparent. That might well cause splits, with disappointed subordi- 
nates forming new factions. Moreover, Tanaka appears not to have given 
up hope that he can again be prime minister. Government reports show 
that one lieutenant—Takeshita Noboru—collects and distributes four 
times the amount of money to faction members as the next lieutenant, 
and he is widely regarded as the man most likely to succeed Tanaka. 

Meanwhile, Tanaka concentrates upon obtaining key cabinet positions 
for his followers. Since assuming office, Nakasone has created three 
cabinets, and in each he has given six of the twenty posts to Tanaka 
faction members. In addition, Tanaka was able to place seven of his 
candidates in the first ten slots, totally safe seats, for the upper house 
election. Similarly, in selecting individuals for lesser posts in the Diet, 
the party, and the ministries, Nakasone has been responsive to Tanaka's 
wishes. 

‘There can be no doubt that Tanaka's support has been crucial to 
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Nakasone’s political career. It was Tanaka's backing that made it possible 
for Nakasone to achieve the office in the first instance, and to be 
reelected in 1984. But while Nakasone always listens to Tanaka’s advice, 
he does not always accept it. Even when Nakasone rejects Tanaka's 
views, however, the latter is reticent about criticizing the prime minister. 
In his public appearances and in factional meetings, Tanaka stresses his 
cooperation with Nakasone, and when Tanaka offered his support for 
Nakasone’s reelection, he recognized that two-year terms did not pro- 
vide enough time for a prime minister to carry out his program, a 
statement that made Nakasone’s potential successors unhappy. 

The future of Tanaka remains in doubt. The Japanese public seems to 
expect the appeals court to find some flaw in the initial court procedures 
which would enable Tanaka to be released. There is also talk of including 
Tanaka in a general pardon when the Emperor, now in his eighties, dies. 
Meanwhile, Tanaka is not likely to turn against Nakasone as long as the 
latter enjoys public support. 

Nakasone thus remains the key figure of the Japanese political world. 
When he first came to office during the American Occupation, he was 
only 26 years of age. From the outset he was a staunch nationalist, 
campaigning with a Japanese flag (which was against Occupation law) and 
even wearing a black arm band, which he announced he would remove 
only when the Occupation ended. He also delivered a long memorial to 
General MacArthur evaluating Occupation policies; MacArthur was 
forced to read it because copies had been distributed to key U.S. 
senators. 

During the mid-1960s, Nakasone took over the Kono faction when 
Kono died, but many doubted that he would ever become prime minis- 
ter. He was regarded as too bold, too outspoken, and too impetuous. 
Imagination is a talent admired in young Japanese politicians; predicta- 
bility is desired in older ones. To demonstrate that he could run a 
government, Nakasone took a portfolio in virtually every cabinet in the 
1970s. For that he was castigated as a political weathercock, but he made 
his point. He could compromise. He could rule. 

What is the origin of Nakasone’s views on international politics? Some 
have suggested that he acquired them in the course of attending the 1953 
summer seminar at Harvard University conducted by the young Henry 
Kissinger; he himself has referred to this experience as intellectually 
stimulating. But it seems more likely that this seminar served to confirm 
views already held. There can be no doubt, in any case, that Nakasone is 
attracted to geopolitics. He does not see Japan as four small islands 
tucked away in a distant corner of Asia, but rather as a seafaring nation, 
dependent upon the widest economic intercourse with others and inex- 
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tricably involved in global affairs. He also believes in the force of culture. 
Zen, for example, provided Japan with a tolerance for the philosophies 
and faiths of others. But most importantly, like Kissinger, Nakasone 
subscribes to the doctrines of realpolitik, believing in a strong nation- 
state, conscious of its national interests and prepared to defend if not 
expand them. 

Nakasone feels close to American culture. He speaks English well and 
reads English works for pleasure. His children have all studied in the 
United States. He is fascinated by U.S. politics and has even translated a 
work entitled Politics USA: A Practical Guide to Winning Public Office. For 
a while, he carried on a correspondence with Carl Albert, during the 
period Albert was Speaker of the House of Representatives. He has also 
made it a point at least once a year to host a dinner for American scholars 
visiting Japan. 

At the same time, Nakasone’s past career often involved sharp criti- 

cisms of the United States and opposition to key American policies. He 
was against the Mutual Security Treaty when it was first proposed be- 
cause it allowed the U.S. to interfere in the inzernal affairs of Japan. He 
wanted a new constitution because the 1947 document had been written 
by Americans and such a document, fundamental to the Japanese polity, 
should be written by a Japanese. He opposed the nuclear nonprolifera- 
tion treaty at first because he believed it would increase Japan’s depen- 
dency upon the United States. (His position on whether Japan should 
have nuclear weapons was initially unclear, but he subsequently con- 
cluded their possession was neither necessary nor desirable.) While he 
was International Trade and Industry Minister, he insisted on traveling to 
the Middle East to directly represent Japan’s interests rather than have 
such interests reflected through Americans. In sum, Nakasone’s primary 
concern has always been Japan, and his anger has been directed against 
those Japanese who seemed reluctant to have Japan become a major 
power. 
- The Prime Minister should have been a favorite of foreign office 
professionals since his interest in foreign policy has always been strong. 
But this has not been the case. At an earlier point, Nakasone was a part 
of the LDP element that opposed Yoshida Shigeru, the veteran diplomat 
who served as prime minister for many years. More importantly, 
Nakasone’s demand for greater Japanese autonomy caused concern 
among foreign ministry professionals since it threatened to create prob- 
lems with the United States. Thus, it is ironic that Nakasone finally came 
to the prime ministership at a time when tensions between the United 
States and Japan had mounted to a dangercus level, requiring both 
personal diplomacy and policy changes. 
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During the 1970s, U.S. demands upon Japan, particularly in economic 
affairs, became ever more insistent and were not easily accommodated. 
In the military field as well the pressures increased, with domestic risks 
to any Japanese prime minister who moved too rapidly to meet the 
demands. In addition, no individual remained in office as prime minister 
long enough to handle the issues effectively or even to appreciate fully 
the anger that was building up in the United States. 

In the Carter administration, a new level of tension was reached. It was 
during this period that the “free ride” thesis gained currency: Japan was 
reportedly unwilling to pay the costs of maintaining the international 
system of which it was a major beneficiary. Specifically, Japan was 
charged with seizing major portions of the U.S. market while keeping its 
own markets closed to U.S. products, and at the same time spending an 
insufficient amount on defense, thereby causing the U.S. to bear a 
disproportionate share of the sacrifices. 

For some years relations between the United States and Japan have 
been decentralized. Each department has conducted its own negotia- 
tions. The State Department, with the largest group of officials trained 
and experienced in Japanese matters, no longer controlled priorities and 
goals. In the Commerce Department and other branches of government, 
professional staff, short on knowledge of and empathy with Japan, came 
to believe that the Japanese officials were stonewalling, expecting the 
U.S. to allow them to continue their practices in the interests of amity. 
And indeed, President Carter declined to make trade or defense major 
issues, although at the assistant secretary level discussions were fre- 
quently intense. At the Pentagon, officials with expertise on Japan felt 
less aggrieved, knowing some of the obstacles present in the Japanese 
scene. They did feel, however, that Japan should increase its defense 
expenditures, especially if the U.S. was expected to raise its own expen- 
ditures significantly. 

When the Reagan administration came to office, some of its key figures 
were determined to pursue a harder line. They believed that Japan would 
not fight back even if the pressure was increased, and that an increase of 
pressure was the only way to get results. They also sensed that with the 
exception of the State Department, other governmental agencies would 
support such a course of action. Particularly in the economic field, they 
charged that the Japanese economic structure, commercial practices, and 
consumer attitudes conspired to discriminate against the United States. 
They wanted these changed. With this general position, Reagan ad- 
ministration spokesmen, including cabinet officers, leveled specific de- 
mands, and once initial demands were met, new ones were advanced. 
Even minor problems received major attention, since such problems 
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were deemed “symbolic” of Japan’s propensity to do as little as possible 
in resolving outstanding issues. The U.S. Congress was invited to partici- 
pate in the pressure and, for a time, punitive legislation seemed a 
possibility. Irrespective of Japanese responses, relations seemed to de- 
teriorate. 

Was this policy successful? That question is not easy to answer. The 
U.S. officials did get much of what they asked for. But did their tactics 
produce structural change that would make it easier for the Japanese to 
accommodate U.S. interests in the future? Agricultural cooperatives 
welcomed the pressure tactics since they frightened the farmers and 
made them responsive to their organizing drives. But their interests were 
in further protecting farm produce. Since U.S. officials leveled their 
demands at the Japanese government, they gave its officials new author- 
ity at a time when private Japanese interests were trying to shake off 
government authority, trying to have market forces be the determiner in 
economic relations—a development that many students had long thought 
would be in the interests of both countries. The two publics did get 
confused: polls showed a drop in mutual respect. U.S. writers called our 
greatest trading partner the economic enemy. 

From Occupation days, Nakasone had argued that Japanese should not 
develop a psychological dependence on American benevolence (mae), 
though Americans seemed willing to extend it. Such dependence en- 
couraged U.S. condescension and expectations of submission. Those 
attitudes were not healthy in a relationship of equal states and would, 
sooner or later, cause problems. That his prophecy had proved correct 
was small solace when he came to office, burdened with an accelerating 
crisis with Japan’s only ally, a Gaullist reputation, an untested relation- 
ship with Tanaka, and a suspicious foreign office. Nakasone recognized 
from the outset that relations with the United States took priority, and 
asked Japanese officials to arrange a meeting for him with President 
Reagan. 

No U.S. president ever refuses to see a Japanese prime minister. 
Other Japanese prime ministers, however, have come to Washington soon 
after assuming office as a ritualistic exercise. Reagan’s presidential staff 
informed the foreign office in Toyko that Nakasone could have one 
meeting of an hour and a half. Foreign office officials attempted to get the 
Prime Minister to postpone his trip until they could persuade the White 
House to schedule a second meeting. But Nakasone said that he was not 
concerned since he could express his views in a single session. 

In the conversation that ensued, President Reagan opened the discus- 
sion. He stated that he wanted to talk about Japanese restrictions on beef 
and oranges. Nakasone demurred. Such topics were best left to lower 
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officials. Nakasone wanted to talk about global issues. President Reagan 
again sought to talk about beef and oranges. Nakasone again demurred. 
At this point, the President pocketed his five-by-eight card. Global issues 
became the topic. Nakasone returned for breakfast the next morning, 
and talk about international issues continued. 

Since that time, the President and the Prime Minister have met a 
number of times on four separate occasions. A fifth meeting will take 
place in January 1985. The personal rapport achieved between these two 
men has been of vital significance to the course of U.S.-Japan relations. 
Reagan and Nakasone have certain important similarities: both men are 
optimists; both have spent their lives in the public arena and have a 
public grace; both are masters of visual as well as verbal communication. 
Perhaps most important is that both men are statesmen with a global 
view. Nakasone is able to articulate his global view, and Reagan is able to 
see that that view accords with and strengthens U.S. national interests. In 
this fact lies the real reason for their personal friendship. 

Consequently, there were no major crises with respect to economic 
and defense issues in 1984, despite continuing strains. This was the true 
significance of the past year in terms of U.S.-Japan relations. To be sure, 
cynics point out that 1984 was an election year for both Reagan and 
Nakasone, and each man had a strong interest in seeing controversy 
postponed. Many U.S. observers anticipate a return to “Japan bashing” in 
1985. 

This is possible. Certainly, the general conditions are conducive to 
greater acrimony. Japan will have a record trade imbalance with the U.S. 
in 1984, exceeding $35 billion. There is also a possibility of a downturn 
in the U.S. economy. In the 1984 elections, Walter Mondale’s call for 
protectionism made no headway, but it is not clear that the Reagan 
administration received a mandate for free trade. In any case, many of 
the individuals within the Reagan administration who have pursued “get 
tough” policies in the past are still in office. 

An early and visible test will come in 1985 relating to quotas on 
automobiles. Some administration officials realize that the U.S. con- 
sumer pays high costs for quotas, which also cools the incentive to 
produce a better car. Japanese automobile companies without large 
quotas oppose quotas. The U.S. automobile industry is split; some com- 
panies want quotas and they will find some support in the Congress, but 
their most impressive ally may be the Japanese Ministry of International 
Trade and Industry (MITI), whose officials have found that the adminis- 
tration of quotas gives them a degree of control over the Japanese 
automobile industry that they wish to maintain. 

Two other negotiations in 1984 may have been harbingers of a new 
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trend. One issue was how to protect computer software inventions. 
MITI wanted only limited protection, to which the U.S. objected. The 
United States searched out and found support in the Ministry of Educa- 
tion, and with this ally managed to frustrate MITI-sponsored legislation. 
In the case of Value Added Networks, however, U.S. negotiators com- 
bined with MITI to oppose the Ministry of Posts and Telecommunica- 
tion, which wanted to restrict severely foreign ownership of these net- 
works. In sum, when the U.S. adopts more sophisticated tactics of 
alignment with select Japanese groups, it may find victories easier. 

Differences with respect to security issues remain. U.S. military 
officers point out that none of the post-1945 military actions were 
anticipated. Hence, they prepare for any contingency. Japanese military 
personnel must operate within the Japanese constitution; thus, they pre- 
pare for only one contingency: self-defense. U.S. planners must view 
conflict in global terms. Japanese security officials, bowing to their con- 
stitution, are limited to the area in, around, and over the home islands. 
The U.S. military have a history of staying in the barracks and out of 
politics, and no one worries about a military conspiracy to seize political 
power. But the Japanese military held the reins of political power in the 
1930s and created the circumstances making U.S.-Japan conflict inevita- 
ble in that era. Modern commanders therefore must be sensitive to the 
public trust. 

So it is understandable that while the U.S. military establishment 
focuses on the Soviet threat and sees the need for a strong defense as a 
problem in global terms, its Japanese counterpart, acknowledging the 
Soviet military presence in its area, is not inclined to perceive the USSR 
as a serious threat to Japan. The Japanese islands are next to the Soviet 
Union’s most distant and weakly defended border. A Soviet attack on 
Japan proper seems most unlikely. Thus, while the European experience 
leading to World War II is integral to U.S. military thinking today, with 
the need to oppose aggression promptly as its lesson, for the Japanese 
belligerency is proscribed. Diplomacy is the only recourse and com- 
promise is necessary. 

In this context, Nakasone’s ideas represent yet a third position. The 
Prime Minister's principal concern is with national confidence. He firmly 
believes that a people cannot achieve confidence without the capacity to 
defend themselves. He has increased defense spending in each of his 
yearly budgets. He has also arranged terms under which the U.S. and 
Japan can exchange military technology. Join: defense planning now 
takes place between U.S. and Japanese staffs, and their forces conduct 
joint military maneuvers. Thus, cooperation at the military level is cur- 
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rently excellent despite differences in the philosophy or in the premises 
underlying the two defense programs. 

The central security issue remains. How is a stable balance of power to 
be created in East Asia? How can the Soviets be convinced that their 
military buildup in the Pacific-Asian region will be costly in political as 
well as economic terms and will not bring them the leverage that military 
strength has produced in Europe? Is “defense of the sea lanes” the best 
framework in which to discuss security? Such an approach, emphasizing 
the mid- and south Pacific, heightens anxiety among the nations of the 
ASEAN community and others as well. Should emphasis not be given to 
the strategic control of the north Pacific? It is in this area that the USSR 
must actually be deterred. Should Japan be given air and sea access to 
bases in Alaska? Should South Korea be asked to consider a stronger 
navy? Should disarmament talks specifically encompass the Pacific-Asian 
region? Nakasone has discussed the interrelation of European and East 
Asian security at the London and Williamsburg summits. These are but a 
few of the critical questions that remain to be resolved. 

It should not be assumed that the Nakasone government has concen- 
trated wholly on the United States in its foreign policies. Elsewhere in 
the world Nakasone also relied on a personal touch and pursued a highly 
political diplomacy marked by primary concern with central issues and 
secondary concern with specific problems. 

A high priority for Nakasone is peace in East Asia and he sees that this 
requires long-term stability in China. During his visit to Beijing in 
March, he set up with the Chinese a 21st Century Committee. Its 
responsibilities were never precisely defined, but the fact that it was 
established clearly demonstrated the Japanese desire to be involved with 
China in the years ahead. In a speech, Nakasone described China as one 
of the pillars supporting Japanese world policy, although in the past he 
has argued against a too close involvement with China as an “anachronis- 
tic hunger for continental greatness.” (Nakasone has written two books, 
published in 1960 and 1980, on 21st century problems.) Unlike his 
predecessors who kept away from the subject of the USSR in their 
exchanges with the Chinese, not wishing to interact in any way but 
economically, Nakasone invited from the Chinese their concern over the 
Russian military buildup in East Asia and. then identified with it. There 
was an agreement to exchange intelligence. Japan promised a loan of $2 
billion. 

In April, Nakasone went to the Asian subcontinent. In Pakistan, he 
advanced funds for Afghan refugees and called for the immediate with- 
drawal of Soviet troops from Afghanistan. Japan is the largest aid donor 
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to Pakistan, aid now described in Tokyo as strategic rather than de- 
velopmental. Japan has neither important economic interests in Pakistan 
nor close cultural ties with Afghanistan. The visit was totally political. In 
India, Nakasone’s talks with Indira Gandhi reflected his long-held belief 
that Japan can play a special role in the third world. 

In June, Nakasone went to the London summit. When talk centered 
on Iran and Iraq, it was evident that Japan had the only useful diplomatic 
ties with both nations. When it was agreed that the summit should 
conclude with a statement of democratic principle, Nakasone was the 
one to rewrite the draft to include sentiments on the non-use of force in 
the resolution of diplomatic disputes. He got together with President 
Reagan to push through an agreement to open discussions on the further 
relaxation of trade barriers. Nakasone’s post-conference speech in Lon- 
don on Japanese foreign policy was well received in Britain and his 
performance as a whole pleased the Japanese at home. 

Nakasone stands apart in his thinking on Korea. Many Japanese see a 
divided Korea as nonthreatening; Nakasone, ever sensitive to the de- 
mands of nationalism, wants to bring the two Koreas into some sort of 
liaison. He has argued against the efforts of Japanese industrialists, 
concerned about markets, to hamper South Korean economic develop- 
ment by denying technology. Nakasone sees science as an international 
unifier. Further, a hostile South Korea, he says, would be of no political 
benefit to Japan. Finally, some Japanese have found South Korean Presi- 
dent Chun Doo Hwan to be a military despot and would make Japanese 
relations with South Korea dependent on progress in civil rights. 
Nakasone has befriended President Chun and kept out of South Korean 
domestic politics. 

In September, President Chun paid a state visit to Japan and received 
the Emperor's apology for Japan’s colonial domination over Korea. Pub- 
lic attention focused on what the Emperor would say. “Regrettable” was 
the key word in his statement, the same word he used to characterize the 
war between Japan and the United States. 

The fact of the apology exalts Chun, gives him a favorable niche in 
Korean history, and encourages him to get on with the business of 
establishing, if a not quite democratic, at least a harmonious Confucian 
society. While in Japan, Chun suggested that Tokyo might be a good site 
for talks between the two Koreas. Although since then exchanges have 
begun at Panmunjom, the statement is important because it indicates a 
nascent trust in Nakasone, an attitude no South Korean leader would 
have exhibited toward an earlier Japanese prime minister. 

Japanese and South Korean industrialists still have not reached any 
sort of consensus, and it will be a long time before either public will 
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demonstrate respect for the other. But quiet diplomacy is not 
Nakasone’s style, even in highly sensitive matters—and Japanese-South 
Korean relations fall into that category. He always brings the public 
along with him, making him a formidable presence. Nakasone also makes 
his own strategic decisions—other Japanese prime ministers have cited 
the presence of U.S. pressure to justify doing business with the South 
Koreans—and he is willing to risk having to pay a political price for them. 

Isolation has been a theme of Japanese history. There always have 
been some Japanese who have found the world challenging and have 
worked to make Japan part of it. And there always have been Japanese 
who see the world as threatening and want Japan to remain withdrawn. 
Most often, though, these two views exist as a conflict within each 
Japanese and it never is resolved. 

Isolation at times has become national policy, such as, one might say, 
the entire postwar period. True, the Japanese joined the United Nations 
and other world organizations. True, they have been aggressive in selling 
their goods abroad. True, they have looked outside for their science and 
technology and for cultural ideas as well. In short, they have been 
receptive to the world and what it has offered. They also have been 
frightened—frightened that the world would ignore them, but also 
frightened that the world would impinge on them and cause them to do 
things they did not want to do. Postwar foreign policy has been directed 
at holding the world at bay. 

Foreign affairs issues in the past have brought down four LDP prime 
ministers. Kishi allowed disorder to come to the American relationship; 
Hatoyama moved too fast with the Soviet Union; Sato ignored China for 
a little too long; and Suzuki could not make up his mind whether he was 
allied to the United States. It is small wonder then that prime ministers 
have tended to be dour, supercautious, and reluctant to deal directly with 
the issues. 

Nakasone is one of those unusual Japanese who sees the world as a 
challenge. He wants to make Japan not only part of the world, but a 
leader in the world. That is new. So far, the public not only supports him, 
but shows enthusiasm. That too is new. The public’s willingness to hold 
to this outward-looking attitude depends in part on how long he stays in 
office. 

With Nakasone’s first two-year term as LDP president running out in 
mid-November and those wishing to stand against his bid for reelection 
having to report their candidacy to the party by October 29, there was 
much jockeying among the factions. Each announced its man would run; 
each waited to see whether that announcement would cause the 
Nakasone supporters to offer favors if the faction’s decision was re- 
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versed. Tanaka, early in the spring, had made it clear he would back 
Nakasone; his faction chairman, Nikaido Susumu, told President Reagan 
as much when Nikaido visited Washington. Nakasone himself made it 
equally clear that he welcomed an election and would do no bargaining. 
The jockeying stopped and the party prepared to return Nakasone to 
office. 

There was some surprise then, as the deadline approached, to hear that 
Nikaido himself had been talked into running. He had the backing of 
two factions and support from within the Tanaka faction. What Tanaka 
knew about all this is unclear. Nikaido said he had argued with Tanaka; 
he did not say he had won his support. 

The revolt was quixotic; it lasted only two days. Newspapers published 
lengthy explanations: Tanaka and Nakasone were young men (66); they 
had not shown proper respect for the elders who ran other factions in the 
party; the youth in the party were disturbed since they had not been 
consulted about the next prime minister; there was concern about 
Tanaka’s continuing dominance of the party. One newspaper quoted a 
young Tanaka follower as saying, “It serves the old man right. Nowadays, 
he thinks of us only in terms of numbers.” 

The last was probably the only significant statement, implying that the 
Tanaka faction was too large and Tanaka did nor have the necessary tools 
to hold it together. Would it split? If so, when? These questions gave rise 
to many others, including those concerning zhe future of Nakasone 
himself and whether the Nikaido revolt would serve as a stimulus to 
Tanaka. He was, after all, calling for an election in 1985, and he could 
use it to try to put more new members in the Diet to further expand his 
faction. The answers will be forthcoming in the months ahead. 





NORTH KOREA IN 1984 


“The Hermit Kingdom’ Turns 
Outward! 
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The year 1984 was an eventful period in North 
Korea’s 36-year history. Although the 72-year-old Kim I] Sung has 
remained the supreme leader since the founding of the Democratic 
People’s Republic of Korea (DPRK) in 1948, the process of power 
transfer to his 43-year-old son, Jong Il, and to a younger generation 
leadership progressed rather smoothly. New policy initiatives were taken 
during the year, perhaps as a means of overcoming diplomatic setbacks 
abroad and economic stagnation at home. The proposal on tripartite 
talks, the adoption of a joint venture law, and the delivery of Red 
Cross relief goods to South Korea's flood victims were among manifesta- 
tions of North Korea’s newer policy stance in 1984. 

These steps may herald the beginning of a turning point in which 
socialist North Korea moves beyond the familiar posture of self-reliance 
and self-imposed isolation to a more flexible and effective policy in 
coping with the mounting pressures from both within and without. This 
movement toward change in 1984 is striking for the DPRK, which is 
often described as resembling Korea’s ancient “Hermit Kingdom” and 
also the classic Orwellian model of 1984.! During the long reign of Kim 
Il Sung, General Secretary of the Korean Workers’ Party (KWP) and 
President of the Republic, North Korea became a socialist “Hermit 
Kingdom” by virtue of the practice of personal dictatorship imposed by 
father-son hereditary politics, the preaching of the official ideology of 
Juche (self-reliance), and the maintaining of a tightly controlled, 
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xenophobic, and self-enclosed character.” In 1984, North Korean lead- 
ers decided to pursue a new developmental strategy by adapting a 
peripheral, centrally planned, and closed socialist state to the dynamic, 
market-oriented, capitalist world economy of the external environment. 


Tripartite Talks Proposal 
' THE RANGOON EPISODE 
Diplomatic setbacks for North Korea in 1984 resulted from the fallout 
from the Rangoon bombing of October 9, 1983, that killed 17 South 
Korean officials, including four cabinet ministers, and was intended to 
assassinate visiting South Korean President Chun Doo Hwan. Although 
Pyongyang claimed it had no part in the incident, evidence supplied by 
the Burmese court subsequently established che fact that three North 
Korean army officers, two of whom were captured alive, were responsi- 
ble for the bombing under the direction of North Korea’s Special Eighth 
Corps commander, Major General Kang Chang-su.4 Burma severed 
diplomatic relations with North Korea on November 4, 1983, and was 
followed by Costa Rica, Comora, and Western. Samoa. Japan, which did 
not maintain diplomatic relations with North Korea, imposed a four- 
point “punitive” sanction on November 7, 1983, restricting the entry of 
North Korean officials to Japan, the travel of Japanese officials to North 
Korea, diplomatic contacts between Japan and North Korea in third 
countries, and landing rights of Japanese airliners bound for North 
Korea. This sanction was to be lifted as of January 1, 1985.5 


DIPLOMACY BY PROCLAMATION 
Timed with the Rangoon bombing, Pyongyang launched a peace offen- 
sive in the form of a proposal for “tripartite talks” among the United 
States, North Korea, and South Korea, a clear reversal of its standing 
policy of demanding direct bilateral talks with che U.S. to negotiate U.S. 
troop withdrawal from the South and a peace treaty to replace the 
existing armistice agreement. Although this proposal was officially made 
public on January 10, 1984, in the form of letters adopted by the joint 
session of the Central People’s Committee and the Supreme People’s 
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Assembly Standing Committee to the U.S. government and “the Seoul 
authorities,” respectively, Pyongyang reportedly conveyed such an in- 
tention to the U.S. government via the PRC on October 8, 1983, one 
day before the Rangoon incident, and again on December 3, 1983.8 
Pyongyang also used PRC Premier Zhao Ziyang’s visit to the United 
States and his talks with President Reagan on January 10 to convey the 
message directly to the U.S. government. 

The proposal, stating that “the Seoul authorities... may participate 
on an equal footing in the talks between us and the United States,” called 
for a two-stage negotiation. North Korea and the United States would 
negotiate a peace treaty to replace the 1953 armistice agreement and 
provide for the withdrawal of U.S. troops from South Korea, while 
Pyongyang and Seoul would negotiate separately a declaration of nonag- 
gression, providing for a mutual reduction of forces.” 

Pyongyang insisted that it was merely responding to a U.S. initiative 
taken in September 1983 that passed a message to Pyongyang through 
China saying that the U.S. was prepared to start talks with Pyongyang 
“on the condition that South Korea participate on an equal footing.”® 
The Seoul government's objection to the Pyongyang proposal and sub- 
sequent developments including the Rangoon bombing, however, did 
not produce a favorable response by the U.S. The U.S. stated that it 
preferred an expanded discussion to include China, and that bilateral 
talks berween North and South Korea should precede any favorable 
decision by the U.S. to negotiate with North Korea.’ The Seoul govern- 
ment rejected the Pyongyang proposal by insisting that before talks 
could begin, North Korea must first admit responsibility and apologize 
for the Rangoon bombing, but it did leave the door open for an “en- 
larged meeting” at a future date that presumably would include both 
China and the United States.’ 


Power Transfer and Leadership 
Recruitment 
Drastic changes in government positions took place, perhaps in reaction 
to economic failures at home and diplomatic setbacks abroad. The ap- 
pointment of new Premier Kang Song-san, who is believed to be an 
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expert on the economy, was announced on January 25. He replaced Yi 
Jong-ok, who then became one of the three vice presidents of the 
republic.4! New Vice Premier and Foreign Mircister Kim Yong-nam had 
been appointed in December 1983 to replace the veteran Ho Dam, who 
had served for thirteen years and was now given a new assignment as 
Politburo member and Party Secretary. Ex-Politburo Member Kim 
Jung-rin, replaced by Ho Dam, was demoted to alternate member as was 
Major General Kang. These two were reportedly responsible for the 
failure of the Rangoon bombing. 

The emergence of a new technocrat elite took place in 1984 following 
the gradual demise due to old age of the eariy partisan, anti-Japanese 
guerrilla fighter faction closely associated with Kim Il Sung. Among 
those old cadres who died during the year were 75-year-old Vice Presi- 
dent Kim Il and 71-year-old Politburo Member Oh Baek-ryong, who 
ranked second and tenth, respectively, on the Central Committee list at 
the time of their deaths. 

The consolidation of Kim Jong I's power thus coincided with person- 
nel changes in the party and government. While a system of dyarchy 
of father-son rule continued throughout the year, Kim Jong Il acquired 
more responsibility for the day-to-day administration of the government. 
The frequency of Kim Jong Il’s on-the-spot “guidance tours” increased 
from 9 occasions in 1982 to 11 in 1983 to 17 in the first six months of 
1984." The impression that Kim Jong Ils apprenticeship and Kim II 
Sung’s transfer of practical power to his son was being completed was 
confirmed by Japan Socialist Party (JSP) leader Masashi Ishibashi during 
his press conference in Tokyo upon his return from a five-day trip to 
North Korea and talks with Kim Il Sung in late September.” 

In an effort to generate firm loyalty to Kim Jong Il as future leader, 
North Korea rekindled the “Three Revoluticn Team Movement” by 
gathering representatives of the movement in Pyongyang on September 
24 to participate in a nationwide rally attended by both Kim Il Sung and 
Kim Jong Il.14 The Kyonghyang Sinmun in Seoul speculated that the 
Seventh KWP Congress might be held in Pyongyang in 1985 to mark the 
fortieth anniversary of the founding of the KWP and also to turn over 
power from father to son.!* Kim Il Sung reportedly disclosed his plans to 
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retire in the near future during his tour in June of East European 
countries, especially to the President of Bulgaria. During the first six 
months of 1984, North Korea replaced 21 of its diplomatic envoys.'® 


Foreign Economic Policies 

Reversing a long-standing isolationist policy, North Korea announced 
that it would seek to foster economic ties with foreign countries, includ- 
ing technical cooperation and joint venture projects with socialist coun- 
tries. This new economic policy was reflected in the “trade development 
resolution” adopted by the Third Session of the Seventh Supreme 
People’s Assembly on January 26.'" It called for improved economic and 
technical ties with all nations that respect the sovereignty of North Korea, 
including some capitalist countries that have no diplomatic ties with the 
DPRK. In announcing this foreign economic policy, Pyongyang seems to 
have been impressed by the success of China’s “open door” policy that 
led to direct investment in China by capitalist countries and also to 
China’s improved diplomatic ties with the West. 

With the idea of learning from the experience of China, Premier Kang 
Song-san paid a six-day official visit to the PRC in early August. Accom- 
panied by his economic ministers, Premier Kang toured several factories 
in the light industry field in the Beijing and Shanghai areas including a 
beer factory; plants manufacturing refrigerators, washing machines, and 
travel goods; a textile mill; and food processing installations. Earlier, in 
February, Foreign Minister Kim Yong-nam had toured various industrial 
sites in China including the Shenzhen Special Economic Zone in 
Guangdong Province.!® At the end of Premier Kang’s visit, Beijing Radio 
reported on August 10 that the leaders of the two governments, after 
wide-ranging discussions on various joint venture programs, concluded a 
joint venture agreement, although the Pyongyang media did not confirm 
It? 


A JOINT VENTURE LAW ENACTED 
North Korea announced the adoption of a joint venture law on Sep- 
tember 8, thereby translating the new foreign economic policy into 
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concrete measures. The law attempts to attract foreign investments in 
“many fields including industry, construction, transportation, science and 
technology and tourism” (Article 2). Consisting of five chapters and 26 
articles, the law stipulates that “the properties invested by foreign parties 
in joint ventures and income accruing from the operation of enterprises” 
will be protected (Article 3) and “all legal rights” guaranteed (Article 4). 
A joint company “may export its products to foreign markets” (Article 
15) and “may be exempted from income tax for a certain period from the 
start of production” (Article 21). It specifically encourages “Koreans - 
overseas including Korean traders and manufacturers in Japan” to par- 
ticipate in joint ventures (Article 5).”° 

Obviously, North Korea’s policy shift on foreign trade was EE 
by a recognition that it continued to lag behind South Korea in economic 
development and that China had scored success after enacting a similar 
joint venture policy in 1980. Since North Korea’s credit rating is poor, 
due to default on payment of foreign debts estimated to be over US$2 
billion, the policy shift will not necessarily elicit positive responses from 
capitalist countries in the West.” 


North Korea and the Major Powers 
North Korea during 1984 was busy trying to maintain a posture of 
equidistance between Beijing and Moscow, an official line of indepen- 
dence in foreign policy toward its communist allies. It also made efforts, 
with no visible success, to establish diplomatic ties with the United States 
and Japan. 


THE CHINESE LEADER VISITS 

NORTH KOREA 
In May Chinese Communist Party General Secretary Hu Yaobang paid 
an eight-day official visit to North Korea (May 4-11), receiving what the 
North Korea media called “the greatest welcome in Koreaa history.” An 
estimated two million people turned out to greet him, including 
500,000 on his arrival in Pyongyang.” The fact that Hu’s trip to Pyong- 
yang followed U.S. President Ronald Reagan’s tour of China (April 
27—May 1) and also that of Japanese Prime Minister Yasuhiro 
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Nakasone (March 23—26) added to the diplomatic speculation regarding 
China’s role as an intermediary between these two major powers and 
North Korea. The Chinese leader was sure to have conveyed to Kim Il 
Sung the desire for an easing of tensions on the Korean peninsula 
expressed by both Nakasone and Reagan during their trips.” 

What agreement Hu Yaobang and Kim Il Sung reached during three 
rounds of talks is not known. Although the Chinese media termed his 
visit an “enormous success,” some of Hu’s remarks in an interview after 
his return to China suggest that differences of opinion prevailed between 
the two leaders. Hu was quoted as saying that “the only way to resolve 
the Korean question is to hold talks among the concerned parties, but if 
the talks cannot be held immediately, an alternative solution will be to 
Maintain contact among them because contact is better than confronta- 
tion.”*4 This was clearly an admonishment of North Korea for its 
hitherto inflexible and uncompromising stance in refusing to open direct 
dialogue with South Korea, as well as Pyongyang’s objection to the 
unfolding of “cross contacts’ between China and South Korea that 
included the exchange of sports delegations.” The Chinese leader al- 
legedly took a different position from North Korea on the tripartite talks 
proposal. According to a report from Japan, Hu said that “the three-way 
conference should be one of the methods to realize unification,” imply- 
ing that other channels also must be explored.”® 


KIM IL SUNG VISITS THE SOVIET UNION 

Five days after the departure of Hu Yaobang, Kim Il Sung left for 
Moscow by train from Chongjin, the same port city on the east coast 
from which he bid farewell to the Chinese leader. Since it was President 
Kim’s first visit to Moscow in 23 years, speculation arose that it rep- 
resented a significant departure from his hitherto less than warm posture 
toward the Soviet Union. Leading a huge entourage of 250 members, 
accompanied by important party and government officials including 
Premier Kang Song-san, Foreign Minister Kim Yong-nam and People’s 
Armed Forces Minister Oh Jin-u, Kim Il Sung arrived in Moscow on May 
23 after an eight-day train journey across China and Siberia.?? 

How successful Kim Il Sung was in obtaining Soviet economic and 
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military assistance, including the acquisition of an advanced weaponry 
system such as MiG-23 fighter planes and surfece-to-air missiles, was not 
known immediately. During the three-day stay in Moscow, three rounds 
of talks were held between Kim and Soviet President Konstantin U. 
Chernenko, as well as separate meetings between the premiers and de- 
fense and foreign ministers of both sides. Although no joint com- 
muniqué was issued at the end, contrary tc customary practice, the 
Soviet news agency Tass reported that the two sides had “taken practical 
measures” aimed at strengthening cooperation.”® At a welcoming ban- 
quet in Moscow, Chernenko delivered a speech in which he affirmed the 
Soviet role in liberating Korea from Japan in 1945 and criticized the U.S. 
for escalating tension in the region by conducting war exercises in 
collaboration with Japan and South Korea. Although the Soviet leader 
expressed his endorsement of North Korea’s policy on Korean unifica- 
tion, he failed to make direct reference to Pycngyang’s “tripartite talks” 
proposal.”® Kim Il Sung returned to North Korea on July 1 after com- 
pleting official goodwill visits to seven additional East European socialist 
countries. 


KIM IL SUNG ALSO VISITS 
CHINA—UNANNOUNCED 
Policy differences between Chinese and North Korean leaders regarding 
the situation on the Korean peninsula apparently continued, as indicated 
by unofficial secret visits to Beijing reportedly made in Dees and 
again in November by Kim II Sung. 

The Japanese press, quoting Japanese embassy sources in Beijing, 
reported that Kim made a four-day secret visit to China from October 23 
to 27, preceding the scheduled visit of Burmese President U San Yu to 
Beijing starting October 29. Kim’s mission reportedly was to dissuade 
China from accepting the Burmese President's report on North Korean 
involvement in the Rangoon incident.3? More likely though, Kim’s trip 
had an agenda of prior consultation with China about North Korea’s 
planned initiative and new policy toward South Korea on the inter- 
Korean dialogue and negotiation. 

A Chinese Communist Party spokesman in the International Liaison 
Department, Wu Xington, disclosed November 30 that Kim Il Sung had 
visited Beijing from November 26 to 28. He declined to specify the 
purpose of Kim’s visit, details of its planning end timing, or why it was 
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not announced in advance. He also denied that the visit was directly 
linked to the November 23 shootouts in Panmunjom, in which three 
North Korean and one South Korean soldier were killed and one U.S. 
and one North Korean soldier wounded. He did acknowledge that “the 
shooting incident was mentioned” in Kim’s talks with Chinese leaders.*! 

Because of the North Korean leader’s apparent decision to emulate 
China’s successful “open door” policy, Pyongyang in 1984 began to tilt 
toward China in the delicate diplomatic balancing act between Moscow 
and Beijing. As it drew closer to China's orbit, North Korea's policy 
disputes with the Soviet Union also began to emerge more openly. 

On November 11, North Korea’s Central News Agency reported the 
arrival in Pyongyang of a high-level Soviet delegation led by Deputy 
Foreign Minister Mikhail Kapitsa to participate in the “Korea-Soviet 
border talks.” For the first time since the border agreement was signed in 
1957, North Korea publicly admitted that it was experiencing border 
disputes with the Soviet Union along the 32-kilometer border that runs 
along the Tuman River in the northeast.®? The new border treaty was 
initialed on November 27 in Pyongyang, and an intergovernmental 
consultation on wide-ranging issues reportedly took place during the 
two-week stay of the Soviet delegation. A Japanese source reported that 
the Soviet Union, during Kapitsa’s Pyongyang visit, agreed to provide 
North Korea with advanced weaponry systems, including MiG-23 fighter 
aircraft, T-72 tanks, and combat helicopters.™ 


EFFORTS TO REACH THE UNITED STATES 

AND JAPAN 
North Korea used China as an intermediary in trying to improve rela- 
tions with the United States, as the tripartite talks proposal revealed. 
Foreign Minister Kim Yong-nam’s visit to the PRC on February 7, for 
instance, was designed to elicit China’s assistance in gaining a U.S. 
response to the tripartite talks proposal. During President Reagan’s PRC 
visit in May, Pyongyang reportedly asked China to convey to the U.S. a 
proposal to hold a direct secret meeting in Beijing, but the U.S. rejected 
it.°4 Pyongyang also used other channels, such as Prince Norodom 
Sihanouk, to reach the United States, especially an effort to entice U.S. 
congressmen to pay an unofficial visit to North Korea. While attending 
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the United Nations General Assembly sessions in New York in October, 
Foreign Minister Kim Yong-nam said that North Korea was willing to 
consider U.S. proposals for “confidence-building” security measures, 
presumably including such steps as prior notification of military actions 
and the exchange of observers for military exercises, as part of the overall 
tripartite talks on Korea.** 

While criticizing Japan for what it called the policy of reviving 
“Japanese militarism” and forming a U.S.-Japar-Souch Korea “triangular 
military alliance,” Kim I] Sung continued his overtures toward improving 
relations with Japan.** In retaliation for the Japanese government’s im- 
position of sanctions on North Korea following the Rangoon bombing 
incident, Pyongyang refused to renew the fishery agreement with Japan 
that expired in June 1982; it seized Japanese fishing vessels in July, 
resulting in the shooting death of a ship’s captain. Nevertheless, North 
Korea used the occasion of the five-day visit ky JSP Chairman Masashi 
Ishibashi in late September to convey to the Japanese government its 
desire to improve its ties with Japan, including an expression of willing- 
ness to settle the fishery issue. As a result, a nonpartisan parliamentary 
delegation, led by the Liberal Democratic Party (LDP) Dietman, Yoichi 
Tani, visited Pyongyang and successfully negotiated on October 15 a 
“private” fishing pact with North Korea—a reflection of the fact that no 
official relations existed between Tokyo and Pyongyang.” 


Domestic Programs of Socioeconomic 

Development 
The year 1984 was the last year of the Second Seven Year Plan 
(1978—84). The progress toward its completion was slow and behind 
schedule, as evidenced by there being no announcement that targets had 
been attained “ahead of schedule,” as in the case of previous economic 
plans. The KWP organ Nodong Sinmun carried an editorial in June titled, 
“Let Us Vigorously Advance Toward the Attainment of the Goals of the 
Second Seven Year Plan,” an indirect admission that things were not 
going well for the North Korean economy.** The new foreign economic 
policy adopted on January 26, with a more economically oriented new 
premier in charge, was also an indirect admission of the failure of the 
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prevailing strategy of socialist economic development pursued by the 
government. The aim of the new policy was to revitalize the stagnated 
economy of North Korea by importing new technology and capital from 
abroad. 

During the year major attention was given to the construction of five 
industrial districts—-Anju, Sunchon, and Nampo in the western zone, 
and Chongjin and Hamhung in the eastern zone—as part of the overall 
goal of attaining the ten long-term economic objectives for the 1980s. 
These objectives were to increase production in the various economic 
sectors of electricity, coal, machinery, steel, chemical fertilizer, cement, 
marine products, textiles, tideland cultivation, and nonferrous metals.*® 
The expansion of coal mines was also given special emphasis since 70% 
of industry was reportedly dependent on coal for energy. To increase the 
year's steel production to the goal of nine million tons, the steel mills in 
Kimchaek were expanded with Soviet aid. North Korea also emphasized 
an increase in the production of nonferrous metals, a major foreign 
currency earner.” 

North Korea claimed the standard of living in the country had im- 
proved steadily, thanks to, as a Nodong Sinmun article put it, “the wise 
leadership of Kim Il Sung and the glorious party center and their be- 
nevolent care.”*! To attain this goal the party also appealed for “accelera- 
tion of the light industrial revolution.”4? Pyongyang Radio claimed that 
24 four-year universities opened in 1984, bringing the total number of 
universities in North Korea to more than 200.* 


Inter-Korean Dialogue and Relations 
The Rangoon bombing episode was a stumbling block in the inter- 
Korean dialogue and negotiations throughout most of the year. On 
January 11 Pyongyang sent a letter to “Seoul authorities” on the tripar- 
tite talks proposal; the Seoul government countered with a call for a 
conference of “the highest authorities” between the two sides, at least at 
the ministerial level. Seoul also demanded that North Korea first admit 
and apologize for the Rangoon bombing and punish the officials respon- 
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sible for it.“ Then, an exchange of letters took place between South 
Korea's Prime Minister Chin Iee-chong and North Korea's Premier 
Kang Song-san on February 14 and March 7, respectively, on the possible 
opening of an inter-Korean dialogue.“ The North Korean Premier’s 
letter insisting that Seoul “had no real power” to negotiate with North 
Korea except under the formula of the tripartit2 talks proposal, however, 
was denounced by South Korea's Prime Minister as “an insult to our 
sovereignty. 4S 

Inter-Korean talks on the formation of a single Korean team for the 
1984 Olympics, as first proposed by North Korea, were held at Pan- 
munjom on April 9, 30, and May 25. Further sports talks did not 
materialize, however, as North Korea announced on June 2 that it would 
boycott the Los Angeles Olympics, following the suit of the Soviet 
Union and others among its allies. Actually, the talks had become dead- 
locked over Seoul’s demand that North Korea first apologize for the 
Rangoon bombing.*”? Since South Korea’s hesting of the 1986 Asian 
Games and the 1988 Summer Olympics in Seoul might adversely affect 
North Korea's interest and prestige, Pyongyang proposed again on Oc- 
tober 3 to continue talks on sports exchanges with South Korea. A 
source in London reported that North Korea had informally offered 
through the International Olympic Committee in Geneva to co-host 
some of the sports events during the 1988 Seoul Summer Games.” 


A THAW IN INTER-KOREAN RELATIONS? 
An important breakthrough in inter-Korean relations occurred suddenly 
in September, however, when the South Kerean Red Cross Society 
announced that it would accept the North Korean Red Cross Society’s 
offer to send relief goods to flood victims in the South. The heavy rainfall 
and landslides in the region near Seoul on September 5 and 6 killed 190 
people, left 200,000 homeless, and damaged crops severely. The Red 
Cross talks were subsequently held in Panmunjom and both sides agreed 
to the venue and details for the delivery of relief goods. As a result, on 
September 29~30 North Korea delivered 50,000 suk (14,300 tons) of 
rice, 100,000 tons of cement, 500,000 square meters of textiles, and 
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medical supplies by truck via the land route through Panmunjom and by 
cargo vessels docking at the port cities of Inchon on the west coast and 
Pukpyong on the east coast.* ) 

This humanitarian gesture of the North Korean Red Cross Society was 
hailed by Nodong Sinmun as a “Great Event, the First in the History of 
Nearly 40 Years of Division.” In a follow-up, the North Korean Red 
Cross Society announced on October 3 that it would continue to operate 
the hot line between the Red Cross societies of both sides and proposed 
to continue dialogue on “multisided collaboration and exchange” in the 
fields of the economy, sports, and culture.*! The next day the Seoul 
government accepted North Korea’s proposal to resume talks on sports 
exchanges between the two sides. 

In a rather dramatic turn of events, North Korea announced on 
October 15 that it would now agree to hold immediate talks with South 
Korea aimed at possible bilateral trade and economic cooperation. North 
Korean Vice Premier Kim Hwan, in a letter to South Korea, proposed 
November 15 as the date for the two-way meeting at Panmunjom. This 
was in response to the original proposal made by South Korean Deputy 
Premier and Economic Planning Minister Shin Byong Hyun on October 
12 to Choe Yong-rim, Vice Premier of North Korea’s Stare Administra- 
tion Council. 

The historic inter-Korea economic talks, consisting of a seven-man 
delegation from each side, met in Panmunjom on November 15 and 
exchanged lists of proposed items for trade and economic exchange 
between the two sides. Among proposals put forth by both sides were to 
(1) establish joint fishing zones that could be used by fisherman of both 
sides; (2) reconstruct a missing link in the main north-south railway line, 
destroyed during the Korean War, this to be done presumably after trade 
begins; (3) establish a north-south economic cooperation committee to 
facilitate trade and economic cooperation; and (4) begin the sale of iron 
ore, coal, pollack fish, and corn by the north to the south, and the sale of 
an extensive list of manufactured and consumer products by the south to 
the north. Although North Korea’s chief delegate, Li Song Rok, Vice 
Minister of Trade and Commerce, expressed an interest in procuring raw 
materials, manufactured goods, and farm products, he emphasized that 
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such exchanges should be limited to trade-in-kind: raw materials for raw 
materials, manufactured goods for manufactured goods, and farm pro- 
ducts for farm products. 

Both sides failed to produce an agenda at the first meeting but agreed 
to meet again on December 5. They argued over whether trade and 
economic cooperation should be listed as separate or combined items, 
although the South yielded to the North’s demand after the North 
agreed to drop the term “economic collaboration” in favor of the term 
“economic cooperation.”*% 

North Korea also announced on October 29 that it would now agree 
to resume the Red Cross talks, suspended for all practical purposes since 
1973, to help reunite an estimated 10 million separated families. On 
November 20 a working-level meeting at Panmunjom agreed to hold 
full-fledged Red Cross talks in Seoul after reinstating the five-point 
agenda already adopted in 1972. The talks were.to take place either on 
December 18 (as proposed by the South) or on January 23, 1985 (as 
suggested by the North). The last working-level Red Cross meeting was 
held in 1977, although full-dress Red Cross meetings were held seven 
times in Seoul and Pyongyang alternately from August 1972 to July 
1973. 

These are obviously significant developments in inter-Korean relations 
hitherto characterized as frozen, stalemated, and unproductive. Whether 
and in what way these important initiatives taken by both sides to 
promote inter-Korean trade and economic ties as well as to reunite 
divided families will bear fruit in the years ahead remains to be seen. 


FLARE-UP IN THE TRUCE VILLAGE 
The unexpected exchange of gunfire in Panmuajom on November 23, 
over the incident of a Soviet defector (identified later as 22-year-old 
Vasily Matuzok, a Soviet tour guide and diplomatic trainee) crossing the 
demarcation line to seek political asylum, resulted in the death of one 
South Korean and three North Korean soldiers, and the wounding of 
one American and one North Korean soldier. This was the first shoot- 
out in the truce village since the dispute of August 18, 1976, over 
tree-pruning in the joint security area that resulted in the killing of two 
American army officers and the wounding of nine American and South 
Korean soldiers by North Korean guards wielding axes and clubs. Con- 
tending that Matuzok crossed the line inadvertertly and was abducted by 
U.S. and South Korean guards, North Korea accused them of a “brazen 
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criminal act” and demanded that those responsible for the gun battle be 
punished. | 

The immediate casualty of this episode was the cancellation of the 
scheduled December 5 meeting of the economic cooperation talks. 
North Korea’s chief delegate to the talks, Li Song Rok, relayed his 
government's decision to his counterpart, Kim Ki Hwan, by telephone 
hotline on November 27 that the economic talks could be resumed “next 
year’ if the climate for dialogue improved. On November 28, South 
Korea's chief negotiator in turn proposed that the second session of 
inter-Korean economic talks be set for January 17, adding that the 
incident at Panmunjom should not hamper progress already made in the 
economic talks. 


Conclusion 

George Orwell's classic novel, 1984, has had its close approximation in 
an East Asian monolithic socialist country. During the year, “the 1984 
model” stayed intact domestically but began to change its character and 
orientation in external policy behavior. Similar moves to increase dip- 
lomatic ties abroad a decade earlier brought tangible benefits to North 
Korea, although its indiscriminate importation of commodities and 
technology from West European countries and Japan subsequently led to 
temporary payment difficulties and accumulated debts. Whether the 
socialist “Hermit Kingdom” will be able to manage its external relations 
more successfully this time and how it will accomplish this, thus enabling 
an orderly transition to the post— Kim Il Sung era, remains a big question 
mark for North Korea. 

The year 1984 proved beyond doubt that Kim Il Sung was still in 
charge and somewhat ready to accommodate Western ideas. From mid- 
July he started appearing in a western business suit rather than in the 
familiar party uniform, signifying his interest in changing his image 
abroad. The year also indicated that Kim Il Sung had the tenacity, 
determination, and political will to steer the ship of a peripheral socialist 
state through the stormy and troubled waters of a competitive world 
environment in pursuit of a more prosperous and secure “paradise on 
earth” at home. 
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SOUTH KOREA IN 1984 
Seeking Peace and Prosperity 


Chae-Jin Lee 


After surviving a truly traumatic chain of crises dur- 
ing the previous year, almost anything seemed manageable for the Re- 
public of Korea (South Korea) in seeking its declared goals for 1984— 
prosperity at home and peace and accommodation abroad. A large 
majority of South Koreans appeared to enjoy a relatively uneventful 
external environment and shared a sense of national pride in their 
Olympic achievements at Los Angeles. They look forward to hosting the 
1986 Asian Games and the 1988 Summer Olympic Games in Seoul. 
President Chun Doo Hwan met with Pope John Paul II in Seoul and 
Emperor Hirohito in Tokyo, but violent student demonstrations con- 
tinued to challenge his political leadership. He attached a high policy 
priority to realizing South Korea’s sound economic growth in coopera- 
tion with the United States and Japan. And he took an important but 
unpredictable step in pursuing reconciliation with North Korea. 


Political Development 
Much of the visible domestic political scene during 1984 was dominated 
by the anticipated National Assembly elections. Although the National 
Assembly remained a weak institution effectively controlled by the rul- 
~ ing Democratic Justice Party (DJP), it demonstrated a degree of political 
competition and parliamentary debate among several political groups. 
The upcoming electoral contest was viewed as an opportunity to test 
President Chun’s popular support and to indicate the extent of South 
Korea's political stability. Since the new National Assembly is supposed 
to outlive President Chun’s seven-year presidential term (1981-88), it is 
expected to play a potentially crucial role in determining the question of 
political succession in 1988 or amending the Constitutional provisions 
for presidential elections. Hence, President Chun nominated a number 
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of prominent and faithful candidates and attempted to assure that the 
DJP would elect its candidate in every two-member district and also 
capture a majority of proportional representation seats. But the DJP’s 
public image was considerably tarnished by the corruption charges 
against its chairman, Chung Nae-hyok, a retired lieutenant general who 
had served as Minister of National Defense and as National Assembly 
Speaker. He gave up his legislative seat and resigned from the DJP 
chairmanship, donating half ($6 million) of his estimated property to the 
state. 

In the early spring the Chun government adopted a series of new 
measures to solve the perennial dilemma of student demonstrations. It 
removed direct police surveillance from campuses, released several 
hundred students from prisons, and permitted academic reinstatement of 
more than 1,000 expelled students. None of these measures stopped the 
escalation of determined student protests, however. For the spring 
semester, the Ministry of Education reported that a total of 118,000 
students participated in 216 demonstrations on 12 major campuses. The 
best institutions of higher learning such as Seoul National University 
(SNU), Yonsei University, Korea University, and Ewha Woman's Uni- 
versity were particularly hard hit, with one demonstration occurring 
every three days on the SNU campus.’ The Ministry of Education 
estimated that hard-core agitators constituted less than 1% of the student 
body and that only about 10% of all students took part in demonstra- 
tions. Armed with dependency theory, liberation theology, or ardent 
nationalism, the students issued manifestos demanding the downfall of 
President Chun’s government, genuine participatory democracy, 
economic and social justice, guarantees of civil liberties, independence 
from foreign influence, university autonomy, and student self-gov- 
ernment; Japan’s and America’s Korea policies were frequently at- 
tacked. As the Ministry of Education pressed university administrators 
and professors to take decisive disciplinary actions against student lead- 
ers, the teacher-student relationship became tense and adversarial. When 
SNU students boycotted midterm examinations and disrupted academic 
programs in late October, the university's president asked police to 
restore order on campus. The well-equipped anti-riot police made every 
effort to contain student demonstrations within campus boundaries and 
to prevent their potentially volatile effects upon the rest of society, 
especially urban industrial workers. 

The antigovernment student demonstrations continued during the 
Pope's five-day pastoral visit in May; he attended the bicentennial cele- 
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bration of Catholicism in Korea. As a messenger of love, peace, and 
reconciliation, the Pope held open Masses in various cities, including 
Kwangju, and visited a leprosy hospital on an isolated island. He 
canonized 103 Catholics martyred in Korea—the first such ceremony 
outside the Vatican. At a gathering of workers, farmers, and fishermen in 
Pusan, he called for economic justice and human rights for all people in 
South Korea. The Korean Protestants also celebrated their centenary in 
August; U.S. evangelist Billy Graham delivered an open-air sermon to an 
audience of about one million in Seoul. A national survey conducted in 
October 1983 showed that 39% of the total population of South Korea 
had religious affiliattions—1.6 million Catholics, 5.3 million Protestants, 
7.5 million Buddhists, and 1.2 million beliévers in other religions. A 
Korean social scientist observed that the remarkable increase in religious 
adherents in recent years reflected a growing sense of uncertainty and 
uprootedness among South Korea’s urban dwellers.” 

One uncertain factor that loomed large in South Korea's political 
horizon was former presidential candidate Kim Dae-jung’s decision to 
return home from the United States by the spring of 1985. In an attempt 
to discourage his return, the Ministry of Justice in effect threatened that 
he might be put into prison to serve out his suspended 20-year jail term. 
He was one of 15 politicians who were still barred from seeking public 
office. If Kim carries out his decision, however, it may at least boost the 
morale of anti-Chun forces in South Korea and may also influence the 
National Assembly elections scheduled to be held in early 1985. 


Economic Policy 

Closely related to the dynamics of the domestic political situation is the 
state of economic affairs because the attentive electorate is likely to 
decide its support for the Chun government largely in terms of its 
economic self-interest. At the end of 1983 the Economic Planning Board 
announced a major revision of the Fifth Five-Year Economic and Social 
Plan (1982-86); the revision was intended to sustain long-term growth 
with price stabilization and improved balance of payments. The amended 
plan projected a GNP of $93.3 billion in 1986, or $2,229 per person. 
It made a downward readjustment of commodity exports (from $53 
billion to $36 billion in 1986), but envisaged a significant improvement 
of the current account by 1986. 

As a result of the government's tight monetary policy, prices remained 
stable throughout 1984 except for a few food items; an annual inflation 
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rate of around 1% in wholesale prices and under 2.5% in consumer 
prices was reported.’ For the first half of 1984 the GNP grew at an 
annual rate of 8.4% (9.7% in the first quarter and 7.2% in the second 
quarter). This figure was lower than the 9.3% registered during the 
previous year, but higher than the projected rate of 7.5%. In the first six 
months of 1984 commodity exports increased by 19.6% and imports by 
17.3% over the same period of the preceding year. Exports increased in 
electronics, machinery, textiles, rubber products, and automobiles, but 
there was a 30% reduction in exports to the Middle East. Imports of 
machinery, chemicals, and grains increased. First half trade deficits 
reached $2.4 billion, which surpassed the projected deficit of $1 billion 
for the entire year. Consequently, the current account deficit rose to 
$1.3 billion by the end of July. This alarming deficit was caused by the 
government's import liberalization policy, a hike in international interest 
rates, an increasing reserve of crude oil, growing imports of feed grains 
and industrial raw materials, and a reduction in overseas construction 
earnings (especially in the Middle East). 

The amount of outstanding foreign debt stood at $41.8 billion by the 
end of July, which made South Korea the fourth biggest debtor nation in 
the world. Unlike Brazil, Argentina, and Mexico, South Korea was able 
to make principal and interest payments on time and enjoyed interna- 
tional confidence in its long-range financial soundness. However, the 
government planned to reduce the short-term loans that are particularly 
vulnerable to fluctuations of interest rates and to adopt a still more 
restrictive monetary policy to suppress merchandise imports and private 
consumption. This policy was openly opposed by many businessmen 
such as Chung Ju-yong, chairman of the Federation of Korean Indus- 
tries, who argued that the short money supply crippled their capital 
spending in the field of intense international competition. In order to 
enhance South Korea’s competitiveness, the government consolidated 
shipping industries and overseas construction firms and emphasized the 
importance of high-technology industries (for example, semiconductors 
and genetic engineering) so that South Korea could make a qualitative 
jump in export activity. Yet the effort to expand South Korea's ex- 
ports faced an increasingly serious barrier of protectionism in the U.S. 
and EEC countries and political fluidity in the Middle Eastern region. 

The South Korean government reduced its dependency on crude oil 
from the Middle East, decreasing its share from 96% in 1980 to 67% in 
1984. The total cost for crude oil imports was still burdensome—$3.3 
billion in the first seven months of the year. The government continued 
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its ambitious offshore oil exploration projects on its continental shelf, 
but without tangible results so far. On the other hand, the South 
Korean—Indonesian joint ventures in seabed oil development appeared 
to be promising. As an alternative energy source, a number of nuclear 
power plants were under construction in South Korea. 


Olympic Fever 

The successful completion of South Korea’s Fifth Five-Year Plan is es- 
sential to providing a necessary economic basis for the rising Olympic 
fever prompted by the 23rd Summer Olympic Games in Los Angeles. As 
the ninth largest contingent in Los Angeles, 217 South Korean athletes 
competed in 21 events. The colorful sports pageantry dominated the 
mass communications media for almost a month during July and August. 
Every victory won by South Korean men and women was prominently 
reported with a strong emotional ourburst. Altogether South Korea took 
19 medals—six golds, six silvers, and seven bronzes—and occupied tenth 
place in the number of gold medals; its athletes excelled in judo, wres- 
tling, boxing, archery, baskerball, and team handball. The South Korean 
people were excited because this was the best performance the country 
had ever shown in any Olympic Games. They presented a ticker-tape 
welcome to the triumphant Olympians in Seoul, who in turn readily 
attributed their achievements to President Chun’s wisdom and support. 
He was indeed willing to capitalize on the new patriotic mood. 

The Los Angeles feat was a fitting prelude to South Korea's plans to 
host the Asian Games in 1986 and the 24th Summer Olympic Games in 
1988. In fact, President Chun paid keen personal attention to sports 
diplomacy on the assumption that the two forthcoming international 
athletic events would strengthen his domestic political stand and enhance 
South Korea’s foreign policy interests. The Korea Development Insti- 
tute (KDI), a government-financed economic research organization, €s- 
timated that the 1988 Seoul Olympics would require a total expenditure 
of 2,347 billion won (about $3 billion)—seven times as much as the Los 
Angeles event. The KDI concluded that “the Olympic investments will 
neither touch off inflation nor adversely affect investments in other 
areas."* The Ministry of Sports predicted that South Korea would not 
only make a handsome profit from the Seoul Olympics, but also overtake 
Japan in medal tally. These optimistic projections did not dampen some 
domestic critics and skeptics who felt that the Seoul Olympic Games 
would be too expensive and that emphasis on sports promotion would 
sacrifice other important national priorities. Professor Kim Song-shik 
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criticized the country’s dangerously excessive excitement over Olympic 
“mythology” and eloquently stated that the Republic of Korea was 
degenerating into a “Republic of Sports.” Meanwhile, preparations for 
the 1988 Olympiad progressed ahead of schedule; in September the 
100,000-seat main stadium of the Seoul Sports Complex was inaugurated 
amidst great fanfare. It took more than six years to build this huge facility 
at a cost of $50 million. 


Relations with Major Powers 

In view of the importance of the Seoul Olympiad, the South Korean 
government, despite its persistent anger over the Korean Airlines 007 
incident, cautiously explored the possibilities of improving its frozen 
relations with the Soviet Union and of averting another Soviet-led 
Olympic boycott in 1988. The two countries resumed nonpolitical con- 
tacts in a limited fashion. In August two South Korean representatives 
attended an international geological meeting in Moscow. The South 
Koreans hoped to attract Soviet athletes and scholars to Seoul and 
invited Soviet sports officials to the opening ceremony of the Seoul 
Sports Complex. However, as of this writing the Soviets failed to re- 
spond. 

Unlike the Soviet Union, the People’s Republic of China (PRC) 
maintained its new policy of realistic accommodation with South Korea. 
In March a Sino—South Korean sports event took place for the first 
time—the Davis Cup’s preliminary games at Kunming in China. A month 
later the first Chinese athletes came to Seoul to compete for the Asian 
Junior Basketball Championship as well as the Second Asian Swimming 
Championship. In September a 12-member Chinese delegation attended 
the Olympic Council of Asia meeting in Seoul. Much to North Korea’s 
chagrin, He Zhenliang, Chinese member of the International Olympic 
Committee, made it clear in Seoul that China would take part in the 
Asian Games and the Olympic Games wherever they were held.* He was 
also present at a banquet hosted by President Chun, who was immensely 
pleased with the unambiguous Chinese commitment. 

When the South Korean government decided to release the six 
Chinese hijackers from prison and deport them to Taipei in August, it 
took the extraordinary step of forwarding in advance a carefully drafted 
explanatory memorandum to Beijing. The Chinese Ministry of Foreign 
Affairs routinely issued a statement to protest the hijackers’ early re- 
lease, but it was devoid of harsh language or provocative overtones.’ The 


5. Donga Ilbo, September 29, 1984. 
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indirect trade between South Korea and China expanded smoothly up to 
$100 million in the first five months of 1984, and a few South Korean 
businessmen were permitted to participate in the Canton Trade Fair.® 
The PRC joined the United States in a coordinated effort to reduce 
tensions on the Korean Peninsula and to exercise a moderating influence 
over their. respective Korean allies. 

Under President Reagan's leadership, the U.S. managed its military 
alliance with South Korea smoothly during 1984. The South Korean 
government was very pleased with his landslide reelection victory. No 
special diplomatic problem emerged to strain the Seoul-Washington 
relationship. The Reagan administration endorsed South Korea’s request 
for $8 billion in foreign military sales credits for the purpose of purchas- 
ing U.S. military equipment over a five-year period (1984-89). The 
South Korean government spent more than 25% of its defense budget in 
the United States for American weapons, spare parts, and related ex- 
penses. 

An irritant in South Korea’s otherwise harmonious celanonshin with 
Washington was the acrimonious dispute over trade issues. For the 
1961—83 period bilateral trade grew at an average annual rate of 20%. In 
1983 the U.S. was South Korea’s number one trading partner and South 
Korea was the ninth largest market for U.S. exports and the seventh 
largest source of U.S. imports. Bolstered by America’s economic recov- 
ery and strong dollars, South Korea enjoyed a trade surplus ($1.6 billion) 
during the first half of 1984. To protect its domestic markets against 
South Korean penetration, the U.S. government handed down anti- 
dumping decisions on South Korean goods (such as color television sets) 
and sought voluntary restraints on steel products and other important 
South Korean export items. The U.S. Department of Commerce asked 
the Export-Import Bank not to finance the sale of $100 million worth of 
U.S: materials for South Korea’s steel industries on the grounds that 
increased South Korean steel exports would be aimed at the U.S.° A 
high-ranking South Korean diplomat characterized America’s protec- 
tionist practices as “unfair,” but said that trade disputes were unavoidable 
berween newly oe countries and postindustrial countries. 


Chun’ s Japan Visit 
Among President Chun’s chief diplomatic activities during 1984 was his 
three-day trip to Tokyo in early September—his first foreign travel since 
the Rangoon incident eleven months earlier. It was also the first state 
visit to Japan ever made by a Korean head of state. A highlight of this 
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diplomatic venture was his meeting with Emperor Hirohito, who had 
presided over the last 24 years of Japan’s 35-year colonial rule (1910-45) 
in Korea. At a state banquet held in the Imperial Palace, the Japanese 
Emperor stated that “it is indeed regrettable that there was an unfortu- 
nate past between us for a period of time in this century and I believe 
that it should not be repeated.”!° The President was “fully satisfied” with 
the Emperor’s “apology,” but many South Koreans, including the opposi- 
tion Democratic Korea Party, contended that the Emperor's oblique and 
ambiguous expression was insincere and thus unacceptable. This conten- 
tion was indicative of the Korean people’s deep-seated resentment 
against the legacy of Japanese colonialism. 

Japanese Prime Minister Nakasone Yasuhiro, who had visited Seoul in 
January 1983, offered a more direct apology. He told President Chun 
that “Japan brought to bear great sufferings upon your country and its 
people.” He declared that “the government and people of Japan feel a 
deep regret for this error and are determined firmly to warn ourselves for 
the future.” After their summit meetings President Chun and Prime 
Minister Nakasone agreed to cooperate in pursuit of their “common 
ideals of freedom, peace, and democracy” and pledged to consolidate 
“good-neighborly relations” for many generations to come.!! They 
reaffirmed the view that the maintenance of peace and stability on the 
Korean Peninsula is essential to those in East Asia including Japan. 

The Chun visit, after all, was more symbolic than substantive in terms 
of its immediate accomplishments. In addition to his desire to open a 
new chapter in Korean-Japanese relations, President Chun wished to 
gain Japan’s specific economic commitments for South Korea. In par- 
ticular, the South Koreans wanted to reduce a chronic trade imbalance 
that amounted to $2.8 billion during 1983 and $1.7 billion in the first 
half of 1984, and to facilitate transfer of Japan’s high-technology indus- 
tries to South Korea. His Japanese hosts agreed to hold further negotia- 
tions on both issues. However, President Chun failed to persuade Japan 
to drop the highly controversial policy that requires fingerprinting the 
700,000 Korean residents in Japan when they apply for alien registration 
cards. Admittedly, President Chun took a big initiative in improving 
Seoul-Tokyo relations, but his trip alone was not sufficient to eradicate 
the cumulative effects of underlying historical and psychological differ- 
ences between the two neighboring countries. As far as South Korea’s 
external affairs were concerned, the Japanese Prime Minister promised 


10. For the text of the Emperor's speech, see Yomturi Shimbun, September 7, 1984, or 
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to help promote Seoul's overtures toward China and the Soviet Union 
and to support President Chun’s proposal for direct talks between North 
and South Korea. 


Inter-Korean Relations 

The relationship berween North and South Korea underwent a tortuous 
transformation during 1984. On the eve of Chinese Premier Zhao 
Ziyang’s scheduled meeting with President Reagan at the White House 
in January, North Korea publicly proposed a tripartite conference 
among the United States and the two Koreas. The proposal called for a 
U.S.—North Korean peace treaty to replace the Korean Armistice 
Agreement, a nonaggression agreement between Norzh and South 
Korea, and a grand inter-Korean meeting of government and non- 
government representatives. Sensing that this proposal was a shrewd 
ploy to extricate North Korea from the diplomatic fallout of the Ran- 
goon incident, the South Korean government flatly rejected it and in- 
sisted on direct negotiations between the top leaders of the two Koreas. 
It also demanded that North Korea should admit its guilt for the Ran- 
goon bombing. Nevertheless, South Korea had no objection to Presi- 
dent Reagan’s proposal that a tripartite conference be enlarged to include 
China’s representation. No viable consensus emerged on the proposals 
for negotiations between two, three, or four parties; nor was it possible 
to accommodate Japan’s preference that Japan and the Soviet Union join 
a six-party conference on Korea. 

In order to send a joint Olympic team to Los Angeles, the Olympic 
Committees of both sides met at Panmunjom in April. When the South- 
ern side demanded North Korea's apology for the Rangoon tragedy as a 
prerequisite for bilateral sports cooperation, the Northern side angrily 
walked out of the Panmunjom meeting. As North Korea followed the 
Soviet boycott of the Los Angeles Olympic Games, the idea for a unified 
Korean Olympic team evaporated. 

After the Los Angeles Games, President Chun in August put forward a 
new proposal for inter-Korean cooperation in trade and sports and 
offered South Korean technology and materials to North Xorea free of 
charge. The North Korean response was categorically negative. When 
severe torrential rains in South Korea killed about 190 individuals and 
left 200,000 people homeless in early September, it was North Korea’s 
turn to offer 7,200 tons of rice, 500,000 meters of fabric, 100,000 tons 
of cement, and 759 boxes of medicine to the flood victims. Surprisingly, 
on September 14, the South Korean Red Cross issued a statement 
accepting this offer. The statement explained that South Korea had 
already taken care of the flood damage, but that the North Xorean relief 
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aid was accepted “to pave the way for genuine, mutual, humanitarian 
assistance between fellow Koreans and to improve inter-Korean rela- 
tions.”!? Even though the South Korean leaders were fully aware of the 
possibility that North Korea would gain substantial dividends in 
psychological warfare and international prestige, they boldly seized upon 
this new opportunity, in part because they were confident of South 
Korea’s economic and technological superiority over North Korea. 

In spite of some initial disagreements and verbal confrontations, both 
sides promptly agreed upon all procedural and logistical matters at Pan- 
munjom. On September 29, a caravan of several hundred freshly painted 
North Korean trucks crossed the border, drove through Panmunjom, 
and arrived at the farm village of Taesongdong in the DMZ area; they 
delivered all the rice, fabric, and medicine they had promised.“ In 
return each North Korean visitor received a heavy package of South 
Korean souvenirs worth $500; it included a transistor radio, a 
wristwatch, cosmetics, a blanket, clothing, and household items. In the 
ensuing few days North Korean ships transported 65,000 tons of cement 
to Inchon on the West coast and 35,000 tons of cement to Pukpyong on 
the East coast. The South Korean Red Cross distributed North Korean 
relief goods to over 100,000 families. Even after the aid delivery was 
completed, the hotline between Seoul and Pyongyang was kept open for 
direct communications. In mid-November, both sides met to discuss the 
possibilities of economic cooperation and family reunion. Although no 
substantive breakthrough was reached, they agreed to continue their 
negotiations in the months ahead. However, the prospect for harmoni- 
ous inter-Korean negotiations was beclouded shortly afterwards by 
another Panmunjom incident, the gun battle that broke out when a 
Soviet defector crossed the joint security zone, leaving a few casualties 
on both Korean sides. 

The North Korean relief aid was probably the single most important 
event for South Koreans during 1984. They hoped that this episode 
would eventually contribute to realizing a number of their policy 
objectives—to arrange the reunion of separated family members; to 
institute cooperation in trade, sports, resource development, and cultural 
exchanges; and to promote peace and stability on the Korean Peninsula. 
If any of these objectives is achieved in the long run, the year 1984 may 
be remembered as an auspicious turning point in South Korea’s pursuit 
of peace and prosperity. 


12. Donga Ibo, September 14, 1984. 
13. See the vivid description of this event in New York Times, September 30, 1984. 





TAIWAN IN 1984 


Festivity, New Hope, and Caution 
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It was a time for celebration and a time for sorrow, 
for hope and for somberness, for new starts and for cautious pauses. In 
1984, the Republic of China (ROC) on Taiwan saw the festive inaugura- 
tion of its seventh President (Chiang Ching-kuo) and seventh Vice 
President (Li Teng-hui) and the installation of a new cabinet under 
Premier Yu Kuo-hwa. It went through moments of despair earlier as the 
revered and able Premier Sun Yun-hsuan was disabled by cerebral 
hemorrhage on February 24, the collapse of coal mines killed scores of 
miners in northern Taiwan, and other disasters caused flooding and 
conflagrations. Externally, Taiwan re-entered the Olympics under the 
new name “Chinese-Taipei’, but its membership in the International 
Criminal Police Commission (Interpol) was in jeopardy, as the People’s 
Republic of China (PRC) became a member. 


The Presidential Team 

The election of President Chiang Ching-kuo to a second term had been 
widely expected, even before the leaders of the ruling Kuomintang 
(KMT) Party met in mid-February. His selection of Li Teng-hui (Ph.D., 
Cornell) to run for Vice President, though, was a surprise to many. Born 
and raised in Taiwan, Li is a “native son” with no ties to the China 
mainland. His rise to the No. 2 spot was considered by some as part of a 
conscious “Taiwanization” of ROC politics. As supporting evidence, 
people also pointed to the addition of three more native Taiwanese to 
the KMT's expanded 3l-member Central Executive Committee, in- 
creasing the Taiwanese representation from the previous 33% to 39% of 
the total.’ 
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To advance constitutional democracy, to continue economic success, 
and to maintain law and order were among the top items named by 
President Chiang in his inaugural address on May 20.” 


The New Cabinet 

Immediately after his inauguration, President Chiang nominated Yu 
Kuo-hwa as the new Premier, and he was confirmed by the Legislative 
Yuan on May 25. The new cabinet, which took office on June 1, retained 
only three ministers (Foreign, Defense, and Transportation) from the 
previous cabinet. The remaining five heads of ministries were either 
newcomers (Interior, Finance, Education, and Justice) or transferred 
from another ministry (Hsu Li-te, from Finance to Economic Affairs). In 
addition, the heads of the two ministerial-level commissions and five of 
the eight ministers without portfolio are new appointees. So is the Vice 
Premier, Lin Yang-kang. Six of the total 19 ministerial-rank officials are 
native Taiwanese, including Vice Premier Lin, who headed the Interior 
Ministry in the outgoing cabinet.® 

The new Premier, a native of Feng-hua, Chekiang, is a distant relative 
of the President. A political science graduate of Tsinghua University 
(1934), he received graduate training in economics at Harvard 
(1944-46), and in finance at the London School of Economics 
(1946-47). Until he became Premier, Yu was Governor of the Central 
Bank of China and Chairman of the Council for Economic Planning and 
Development (CEPD). 

In September, Premier Yu put forward a “14 Point Program,” cover- 
ing economic and transportation development, improvement in the 
quality of life, environmental protection, internal tourism, public health, 
etc. He vowed to double per capita income in six years.‘ 


Internationalization 
The ROC continued its “internationalization” program designed to fight 
Beijing’s attempt to isolate Taiwan and to augment the island's interna- 
tional status. Launched under the Sun cabinet, it included the following 
features: 


1. Building a global network of air and sea transport. China Airlines installed a 
globe-girding route on April 12, when its one-year-old Taipei-New York line 
was extended to Amsterdam and back. Maritime shipping around the globe is 


2. Free China Review (Taipei), June 1984, p. 3. 
3. My computation based on data in SPTC, No. 237 Gune 19, 1984), p. 5. 
4, Free China Review, June 1984, p. 5. 
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serviced by the state-owned Yang Ming Shipping Co. and the private Ch’ang- 
jung Maritime Transport Co. 

2. Seeking to rejoin certain international activities and organizations under a 
more flexible formula. In the summer, Taiwan re-entered the Olympics, held in 
Los Angeles, under the rubric of “Chinese-Taipei’, and with a new anthem. 

3. Building Taiwan into an international finance anc banking center. Some of the 
plans were (i) to increase the number of foreign banks in Taiwan, to 35 in 10 
years; (ii) to establish Taiwan as a trans-shipping center in the Far East; (iti) to 
attract more foreign investments; (iv) to hook up with international stock ex- 
changes; (v) to make Taiwan into an “offshore banking center”; (vi) to establish 
the island as a “Far Eastern Free Trade Center’; and (vii) to encourage Taiwan’s 
own banks to establish branch offices abroad (suck as the Ghiapating Bank’s 
branch office in Singapore).5 


The changing of the guard at the Executive Yuan caused some delays, 
as certain programs, especially those mentioned in (3) above, were 
subject to a new round of reviews. Offshore banking got off to a late 
start, as the International Commercial Bank of China inaugurated its new 
offshore banking operations in June. The scope seemed somewhat cur- 
tailed. The plan to establish a free trade zone, a brainchild of Premier 
Sun, ran aground after the new debates.’ 


Economic Performance 

and Foreign Trade 
The Taiwan economy did truly well in 1984. It overtook most other 
leading economic powers in export growth, industrial production, com- 
modity price stability, and employment. The target of $52 billion in 
two-way trade set by the nation’s economic planners was expected to be 
met or even surpassed. Data from the CEPD showed a 27.3% increase in 
exports during January— August over the corresponding period in 1983. 
That made the ROC No. 1 in the world’s export growth record during 
the year. Import growth accounted for 15.2%, and trade surplus went up 
70.4%. Electronic devices and appliances led export growth in 1984, as 
in 1983. 

Noteworthy is that Japanese imports to Tatwan grew at a lower rate 
than did those from several other countries, reversing a pattern of the 
past. The greatest import increases came from Latin America at a rate of 
48.3%, followed by Hong Kong at 33.6% and Japan at 27%. 

Industrial production grew by 15.2%, ranking second in the world, 
behind South Korea's 18.8% increase. The jobless rate, at 2.5%, was one 


5. SPTC, No. 225 (March 21, 1984), pp. 8ff. 
6. SPTC, No. 252 (September 26, 1984), pp. 27ff. 
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of the lowest in the world. Commodity price indexes were the lowest 
among the major countries in the world, according to the CEPD. 

Premier Yu reported to the Legislative Yuan in September that 
Taiwan’s economy enjoyed its best year since the 1979 oil crisis. Per 
capita income was estimated at US$3,000 for the year, up from 
US$2,683 in 1983. The ROC had trade relations with 158 nations, was 
the world’s seventeenth largest trading nation, and the sixth largest 
trading partner of the United States, Yu said.’ 

Taiwan’s foreign exchange reserve climbed to $16 billion by October, 
and its trade surplus was expected to reach $8 billion for the year. The 
ROC government intensified its crackdown on product counterfeits, 
which were hurting the island’s reputation. Some 20 private patent and 
trademark service companies and credit investigation firms also joined 
the fight.® 

Construction of the much-heralded underground railway system for 
Taipei commenced on September 11. When completed in 1988, the 
US$440 million project will provide clean, safe, and efficient under- 
ground rapid transit for the city. 


Relations with the United States 

A flurry of visits by Congressional delegations and individual Con- 
gressmen from the United States in the first four months of 1984 created 
what the local press called a “diplomatic spring” for Taipei. In part, the 
visits were timed to offset the psychological impact of the visit by 
Beijing’s Premier Zhao Ziyang to the United States in January and 
President Reagan’s mission to the PRC in April. Among the visitors were 
Senators Frank Murkowski (R-Alas.), Mark Hatfield (R-Ore.), Thomas 
Eagleton (D-Mo.), Barry Goldwater (R-Ariz.), Rep. Joseph P. Addabbo 
(D-N.Y.). 

Taiwan also received a new head of the American Institute in Taiwan 
(AIT), which, for lack of an embassy, represents U.S. interests on the 
island. Harry E. T. Thayer replaced James Lilley, who had resigned after 
having served for three years. Thayer, 56, onetime China desk officer in 
the State Department, was ambassador to Singapore from 1980 until his 
assignment to Taipei in the summer of 1984. 

The ROC, on August 28, celebrated the bicentennial of trade relations 
between China and the United States. Bilateral trade was estimated to 
reach $21 billion for 1984. However, the trade imbalance, which could 
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be as high as $10 billion in Taiwan’s favor by year end, brought enor- 
mous pressures on the ROC to remedy the situation.® Taipei sent four 
“Buy American” missions to the United States during the year in an 
attempt to help reduce the imbalance. The Board of Foreign Trade in 
Taipei, for its part, pledged to ease restrictions to allow more U.S. 
imports. !° 


Political Developments and 

Law and Order 
The year’s biggest news with respect to political dissidents in Taiwan was 
the parole, on August 15, of four of the 1980 Kaohsiung Incident 
principals: Lin Yi-hsiung, Kao Chun-ming, Hsu Ching-fu, and Lin Wen- 
chen. The timing was so picked that the parole would not smack of being 
the result of either internal pressure (such as the dissidents’ fasting 
campaign shortly before the presidential inauguration in May) or exter- 
nal arm-twisting (such as a U.S. Congressional hearing). David Dean, 
head of the Board of the AIT in Washington, hailed the move as “very 
magnanimous.”!! There are seven more of the Kaohsiung principals still 
in prison for criminal offenses and three more on civil charges.” 

There was a noticeable increase in government tolerance of opposition 
magazines in the early part of 1984. In a dispatch from Taipei, dated May 
30, New York Times correspondent Steve Lohr reported the “easing of 
censorship” to a degree that would startle someone who had been away 
for some years.!? Many of the magazines were, however, banned or 
suspended not long afterwards. These included The 1980's, New Tides, 
The Statesman, and Taking Root, although some were allowed to reappear 
under a different name. 

The crackdown was probably due to a convergence of three equally 
important reasons. First, Taiwan was gradually shrouded in a conserva- 
tive political atmosphere following personnel shifts in midyear in both 
the government and the KMT." The leadership’s pensive and cautious 
mood was further abetted by the signing of the Beijing-London agree- 
ment over the return of Hong Kong to the PRC, which made Taiwan 
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the next target of Beijing’s “national reunification” offensive. Second, the 
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Opposition journals had indisputably abused their freedom. Many, for 
example, indulged in mudslinging involving the private lives of govern- 
ment leaders, including the family of President Chiang and his ancestors. 
Besides, disarray among the ranks of the opposition made good timing 
for the government crackdown. Third, increased incidences of crime and 
violence, such as arms smuggling, gangster gun fights with the Kaohsiung 
police, bloody bank robberies, etc., obviously made the government 
more concerned with law and order.“ 

A sweeping campaign against crime began in November, resulting in the 
apprehension of a number of gangland figures. Most notable among them 
was Ch’en Ch’i-li, who headed the powerful Bamboo Association Gang. 
Confessions taken during their detention revealed that Ch’en and two of 
his lieutenants were principals in the October 15 murder in Daly City, 
California, of a Chinese-American gift shop owner, Liu Yi-liang. Under 
the pen name Chiang Nan, Mr. Liu had written a controversial biography 
of Tatwan’s leader Chiang Ching-kuo a decade earlier. The campaign 
thus helped in the prosecution of the California murder case as well as 
reversing declines in public order in Taiwan. 


Relations with Beijing 

A number of shooting incidents marred the tranquillity of the Taiwan 
Strait. Each side accused the other of starting the incidents, including the 
shelling of a Japanese automobile carrier snip, the Toyofuji, on April 22 
near the Fujian capital of Fuzhou. A Communist Chinese frogman, Liu 
Chen-ning, was captured on June 12 off Kinmen (Quemoy) by Tatwan’s 
garrison forces.® 

Despite Bejing’s repeated offers of a “peaceful” reunification with 
Taiwan, Deng Xiaoping declared on October 11 that Beijing had the 
capability to enforce a blockade of Taiwan and that he would not rule out 
the possibility of imposing one. 


Concluding Remarks 
Taiwan began the year with a festive mood and anticipation, but soon fell 
into despair as the popular and capable Premier Sun Yun-hsuan was 
sidelined because of illness. The impressive economic performance was a 
cause for celebration. Changing political moods at home and external 
developments, however, led to the rise of a creeping conservatism. The 
effects of bureaucratic cautiousness became palpable in reported delays 


15. “Crime Outbursts in a Cultural Desert,” SPTC, No. 235 (May 30, 1984), 
pp. 54—62. 
16. FCJ, August 19, 1984, p. 1. 
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in decision making in some ministries, the retrenchment of certain 
economic programs (such as the proposed free trade zone), and in 
tightening the vise on dissident magazines. 

International setbacks continued to haunt Taiwan throughout the year. 
The problem of membership in Interpol, the ouster of Taiwan's team 
from the international basketball match in Saudi Arabia in mid-October, 
and the incessant pressures from Beijing for “reunification” were part of 
the daily staple. Internal pressures from elements opposed to the ruling 
KMT, some backed and cheered on by human rights purists and sup- 
porters of the TIM (Taiwan Independence Movement) in the United 
States, were a constant source of harassment from the government's 
standpoint. 

Besieged, Taiwan’s leaders tended to become less conciliatory. 
Foreign Minister Chu Fu-sung unequivocally declared that the so-called 
Olympic Model would not apply to any international activities other than 
nongovernmental ones.'’ Premier Yu Kuo-hwa, pestered by blistering 
attacks from the opposition in the Legislative Yuan, insisted that both the 
rights of individuals and the rights of the country were important but, in 
the event of a conflict, the latter must prevail.1® That statement probably 
best characterized the political mood in official Taipei by year’s end. The 
contrast between phenomenal economic prosperity and lapses into 
political conservatism was the most conspicuous hallmark of Taiwan in 


1984. 


17. Ibid., September 30, 1984, p. 1. 
18. World Journal (New York), October 10, 1984, p. 1. 





VIETNAM IN 1984 


Between Ideology and Pragmatism - 


William J. Duiker 


Since the end of the Vietnam War in 1975, the 
attention of Communist Party leaders in the Socialist Republic of Viet- 
nam (SRV) has been focused primarily on two major issues: (1) to 
recover from the economic crisis of the late 1970s and integrate the two 
regions of Vietnam into a single society, socialist in form and indus- 
trialized in content, and (2) to consolidate the Vietnamese position in 
neighboring Kampuchea and strengthen the national defense against the 
continuing threat from China. The year 1984 did not see any significant 
change in the current status of either of these two issues. The Viet- 
namese economy is showing modest signs of recovery, but the problem 
of completing socialist transformation in the South remains essentially 
unresolved. In foreign affairs, the nation’s borders are currently secure, 
but the SRV is relatively isolated in the international arena and sur- 
rounded by enemies. 


Domestic Policy 
In domestic affairs, the regime continues to follow the general line 
established at the Fifth Congress of the Vietnamese Communist Party 
(VCP) held in the spring of 1982. That policy, which resulted from a 
compromise between ideological and pragmatic elements within the 
Party leadership, called for the temporary retention of private capitalist 
activities in order to spur economic growth, but pacified hardliners by 
emphasizing that socialist transformation in the South should be com- 
pleted “in the main” by the mid-1980s. 

In purely economic terms, the results of that policy were encouraging. 
The rate of industrial growth began to rise from the abysmally low levels 
of 1979, while in agriculture, good weather and the salutary effects of the 
reforms led to several good harvests, allowing the nation to approach 
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food self-sufficiency for the first time in many years, albeit at a low level 
of consumption. Economic recovery, however, was accompanied by a 
revival of discontent within the Party leadership, where critics apparently 
charged that the Party leadership in the South was ignoring directives 
from Hanoi calling for steady pressure to reduce capitalist influence in 
the local economy. During 1983 a steady drumbeat of articles in the 
official press called for a step-up in socialist transformation and warned 
pointedly that the problem lay not with the general line, but with its 
implementation. | 

There were signs in November 1983 that the intraparty dispute had 
been at least temporarily resolved when the Ho Chi Minh City Municipal 
Party Committee held a long-postponed congress. Party Secretary Gen- 
eral Le Duan attended the meeting and pointed out that while there were 
still some shortcomings to be remedied, the city was gradually being 
transformed from one that “indulged in a luxurious and hedonist lifestyle 
serving the rulers and exploiters into a productive city belonging to and 
serving the working people.” As a symbol of the regime’s confidence, 
the top leaders in the South, Municipal Party Committee Secretary Gen- 
eral Nguyen Van Linh and People’s Committee Chairman Mai Chi 
Tho, retained their posts.! 

The year 1984 began then, with an apparent reaffirmation of the 
consensus within the Party leadership on a compromise approach calling 
for gradual and steady progress toward the dual goals of economic 
growth and socialist transformation. The effort to reduce the capitalist 
sector in the South continued. Late in 1983, a number of private import- 
export firms that had been created in Ho Chi Minh City to spur the 
development of the export market were integrated into a single enter- 
prise regulated tightly by the state. At the same time, the pace of 
collectivization in the southern countryside has apparently accelerated. 
By the spring of 1984, a reported 30% to 35% of all farm families in 
South Vietnam were enrolled in some form of cooperative organization, 
a significant increase in the level of collectivization since the time of the 
Party’s Fifth National Congress two years earlier.” 

In other respects, however, the pace of socialist transformation has 
been slow. According to official sources, the private sector remains 
dominant in the food, fish, and forestry industries, and up to one-third of 
all consumer goods produced by the state enterprises are reportedly sold 


1. Le Duan’s speech was reported in Hanoi Home Service, November 8-9, 1983. 

2. Nhan Dan, March 21, 1984, reported that 30% of farm families in the South had 
joined either cooperatives or production collectives. This compares with a figure of 15.2% 
reported in July of 1982. 
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on the free market. And while the number of collectives is on the rise, so 
is the popularity of the product contract system (by means of which 
peasants in collective organizations are permitted to make contractual 
arrangements to lease land within the collective in return for a set quota 
of grain or other food products). According to official statistics, the 
system is currently being used in over 90% of all collective organizations 
throughout the country.’ 

There were signs, moreover, that the current policy would continue 
for some time. In an interview with foreign reporters in May, Tran 
Phuong, deputy prime minister in charge of economic affairs, said that 
the mixed economy would remain in effect for several years, until the 
state is able to play a leading role in the distribution and circulation of 
goods. He conceded that the regime was currently facing severe 
economic problems, but predicted that conditions would improve by the 
end of the decade when a number of infrastructure programs in liquid 
energy, electrical power, and transportation begin to come into opera- 
tion. In the meantime, he insisted, the current policies present “categori- 
cally no danger to socialism.” 

Tran Phuong is widely viewed as one of the leading official advocates 
of a pragmatic approach, and his comments might be treated with some 
skepticism. But there seems little doubt that for the moment the regime 
has adopted a cautious approach to the sensitive issue of reducing the 
influence of capitalist practices in the economy. This attitude was im- 
plicitly reflected at the Sixth Plenum of the Party Central Committee 
held in July. While the plenum was convened to deal with two related 
issues—problems in the distribution and circulation of goods and im- 
provement of the state’s managerial capacity—the decisions reached at 
the meeting suggested a recognition that domination over wholesale and 
retail trade by the private sector could not be eliminated until the state 
improved its capacity to assume that responsibility. The major decisions 
reached at the conference related to proposals for decentralizing plan- 
ning procedures and improving the managerial skills of government and 
party officials.5 

The regime’s current strategy thus appears to be based on the assump- 
tion that the state will not be able to assume a major role in the 
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Service (JPRS), 84,052. 

4. Tran Phuong’s interview was reported in the Far Eastern Economic Review (FEER), 
May 24, 1984. 

5. The plenum is briefly reported in the weekly bulletin of the SRV’s Permanent 
Mission to the United Nations (PMUN), July 19, 1984. For a brief discussion, see FEER, 
August 9, 1984. 


100 ASIAN SURVEY, VOL. XXV, NO. 1, JANUARY 1985 


circulation and distribution of goods until significant improvements have 
been realized in the state-operated sector and the bulk of the rural 
population has been placed in low-level collective organizations. In the 
meantime, the economic targets for 1984 were ambitious. Industrial pro- 
duction, which rose at a 10% rate in 1983, was scheduled to grow at a 
rate of 9.5% in 1984, while food production, which had reached a level 
of seventeen million metric tons (only slightly below target) in 1983, was 
set at eighteen million tons for 1984. 

Whether these goals will be realized is still uncertain. A new economic 
aid agreement signed with the Soviet Union in late 1983 may help. The 
agreement called for a substantial increase in Soviet assistance in the 
industrial sector and aid in the development of liquid energy resources 
and in the mechanization of agriculture. In return, the SRV is to supply 
the USSR with tropical products and a continuing supply of Vietnamese 
laborers to work in the Soviet Union. Recent reports of oil finds in the 
South China Sea by Soviet prospectors offer some cause for optimism, 
but there is a long way to go. The shortage of coal—still the prime source 
of electrical energy—continues to cause periodic brownouts in the cities, 
and it will be several years before domestically produced liquid energy 
can be expected to reduce the reliance of the regime on imports from 
abroad. In the agricultural sector, the regime has run into problems 
promoting the development of export crops. The winter-spring grain 
harvest was up by nearly 400,000 tons, but severe weather has cut into 
projections and official sources predict that the state will have to import 
200,000 tons of grain to cover food needs for the year. 

It is still too early to predict whether improving economic conditions 
will substantially reduce the widespread sense of alienation that has 
afflicted Vietnamese society in recent years. The regime continues to 
combine its policy of economic modernization with a tough stance to- 
ward dissidents. During the spring and summer, clashes were reported 
between army units and dissident forces in the Central Highlands, where 
the tribal organization, FULRO (United Front for the Struggle of Op- 
pressed Races), continued to oppose the communist regime. Official 
sources contend that the threat from FULRO has been practically elimi- 
nated. But there were continuing signs of unrest in other areas. One 
particular source of concern to the regime is the nation’s three million 
Catholics, many of whom are critical of restrictions on the freedom of 
religious expression. In November 1983 the regime created a front 
organization called the Solidarity Committee of Patriotic Vietnamese 
Catholics as a new vehicle for mobilizing support from Catholics. Yet 
many continued to oppose regime policies and there were numerous 
reports in recent months of the arrest and conviction of priests and nuns 
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for subversive behavior. Such incidents provided a visible illustration of 
the regime’s continuing problem in winning hearts and minds in the 
South. 


Foreign Affairs 

In foreign affairs, Hanoi’s primary attention in recent years has centered 
on two related issues, the Kampuchean crisis and the dispute with China. 
The year 1984 did not produce any signs of imminent breakthrough in 
either area. Negotiations over the Kampuckean issue have been held up 
by Hanoi’s refusal to remove its occupation forces from the country and 
to agree to the holding of national elections under international supervi- 
sion. The Vietnamese have consistently refused demands by China and 
the Association of Southeast Asian Nations (ASEAN) to withdraw their 
forces from the People’s Republic of Kamp achea (PRK) without an end 
to the threat from the Khmer Rouge, and taney continue to describe the 
current situation, in which a pro-Hanoi regime maintains power in 
Phnom Penh, as “irreversible.” 

While standing firm on key issues, Haroi has attempted to appear 
flexible on the form and even the content of negotiations. This attitude 
was displayed in January when a conferenc2 of the foreign ministers of 
the Indochinese countries offered to consider ASEAN’s proposals if the 
latter would agree to discuss its own proposal for a discussion of the 
overall security situation in Southeast Asie. This was unacceptable to 
ASEAN, however, not only because it failec to deal with the presence of 
Vietnamese occupation forces in the PRK, but also because of ASEAN’s 
fear that sensitive issues such as the Indonesian occupation of East Timor 
and the presence of U.S. bases in the Philippines might be raised. 

Hanoi’s tough line on negotiations probably reflects the continuing 
conviction of Party leaders that differences among their adversaries will 
undoubtedly force them to accept a compromise solution favorable to 
the SRV. The Vietnamese had some success in playing on the fears of 
some ASEAN members, notably Indonesia and Malaysia, that in the long 
run China represents a greater security threat to Southeast Asia than 
Vietnam. The most publicized example took place during a visit by 
Indonesian armed forces commander “Benny” Murdani to Hanoi in 
February. Murdani, voicing views that have also been expressed by 
others within the Indonesian foreign pol:cy establishment, remarked 
pointedly that in Jakarta’s view Vietnam posed no threat to Southeast 
Asta. 

The ASEAN states also encountered problems with some of their 
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supporters outside the alliance. In September 1983, the Labor govern- 
ment of Prime Minister Bob Hawke in Australia broke with past practice 
and refused to cosponsor the annual U.N. resolution condemning the 
Vietnamese occupation of Kampuchea. While the issue was quickly 
papered over, Canberra's action was a graphic indication of growing 
restiveness among ASEAN’s friends around the world at the failure to 
resolve the Kampuchean crisis. During the past year, ASEAN lobbied 
hard to prevent slippage in support for its position at thé U.N. So far, 
these efforts have been successful. In late October, the U.N. General 
Assembly voted 110 to 22, with 18 abstentions, in favor of the with- 
drawal of “foreign forces” from Kampuchea. 

In March, Foreign Minister Nguyen Co Thach embarked on a trip to 
Southeast Asia that included visits to Australia and Indonesia with a 
stopover in Bangkok. Hopes in some quarters that the tour would lead to 
a breakthrough in the stalemate were misplaced, however, as the trip 
ended without any significant change in the negotiating positions of 
either side. The results may have been equally disappointing to Hanoi, 
which undoubtedly hoped to exploit the potential rift in the anti- 
Vietnamese alliance. In May, the ASEAN foreign ministers met to 
evaluate the results of Nguyen Co Thach’s tour and adjourned in a mood 
of unity and compromise. While Indonesia was encouraged to continue 
its efforts to play a mediatory role in the dispute, Hanoi’s January 
proposals were firmly rejected and Jakarta made it clear that it did not 
intend to sacrifice ASEAN unity on the altar of a peace settlement in 
Kampuchea. 

This position was reaffirmed at a second meeting of ASEAN foreign 
ministers held in early July. The conference reiterated ASEAN’s previ- 
ous position that a political settlement in Kampuchea must be based on 
the withdrawal of foreign troops and self-determination for the Kampu- 
chean people. It did offer one modification to previous proposals, 
calling for a policy of “national reconciliation”’—according to which 
members of the PRK could be included in a post-settlement govern- 
ment. Hanoi had already rejected the concept when it was raised earlier 
by Prince Sihanouk. The ASEAN states, however, were apparently in no 
mood for further compromise and appeared ready to wait out the Viet- 
namese. 

Hanoi possesses one important trump card in this game of patience. In 
foreign affairs, possession is nine-tenths of the law, and while the Viet- 
namese probably have not ruled out a negotiated settlement, their 
strategy appears to be based, above all, on the effort to strengthen the 
PRK, permit the removal of Vietnamese troops, and present their adver- 
saries with a fait accompli. For the SRV, the challenge is in two parts, one 
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part military and the other political. The ultimate objective, of course, is 
to transform the Phnom Penh regime into a viable political force that can 
handle its own security problems and win international recognition. That 
objective could not be realized, however, until the anti-Hanoi guerrillas 
operating inside the country have been substantially weakened, a task 
that could not be accomplished without the active assistance of the 
Vietnamese army. 

Hanoi did not make meaningful progress in either area in 1984. In 
April, Vietnamese occupation forces launched their annual dry season 
offensive on rebel base camps along the Thai frontier. The campaign 
sparked the usual charges and countercharges about border violations 
and reportedly caused fairly severe casualties among rebel units. The 
most publicized feature of the offensive, however, was the fact that the 
Vietnamese did not overrun Amphil, the base camp of Son Sann’s 
noncommunist Kampuchean People’s National Liberation Front 
(KPNLF). Hanoi’s explanation that it was attempting to turn over bat- 
tlefield responsibilities to the PRK’s own armed forces is plausible. Still, 
the incident represented a propaganda boost for the anti-Vietnamese 
coalition. While few observers were prepared to predict that the rebel 
forces represented a serious military threat to the Phnom Penh regime, 
coalition units were beginning to operate with greater effectiveness in 
the interior of the PRK, making it more difficult for Hanoi to continue to 
withdraw its own forces from the battlefield.” Such signs of improving 
performance, however transitory, were undoubtedly a factor in the 
tougher stance taken by the ASEAN states in the diplomatic arena. 

Behind the shield of the Vietnamese occupation troops, Hanoi con- 
tinues to seek ways to link the PRK ever more tightly into the “special 
relationship” with Vietnam and Laos. Phnom Penh’s armed forces are 
firmly under the command of the Vietnamese and all major political and 
military decisions are apparently made in Hanoi. In recent months, 
planning officials of all three regimes have convened several conferences 
to establish guidelines for the integration of the Indochinese countries 
into a single economic unit. According to a joint communiqué issued 
after a meeting of chairmen of the planning commissions of the three 
countries in February, cooperative efforts will center on food produc- 
tion, the development of cash crops, and the promotion of industry, 
communications, and transport, and will be carried out through the 
coordination of annual and long-term development plans.® 
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To Hanoi, the ultimate key to the solution of the Kampuchean crisis 
lies not in the ASEAN alliance, bur in Beijing. It is China that most 
adamantly opposes Vietnamese domination over Indochina. It is China, 
too, whose support of the Khmer Rouge, the most effective member of 
the anti- Vietnamese coalition, has made pacification of the PRK difficult 
if not impossible. In 1982, there were fragile indications that the level of 
mutual hostility between China and Vietnam was diminishing. The level 
of polemics appeared to decline and there were rumors of secret talks 
held in Bucharest. In 1984, however, tensions increased once again, 
suggesting that a solution to the dispute is as far away as ever. During the 
spring, clashes along the common frontier reached their highest level 
since the brief border war in 1979. The tension along the border, which 
most observers attribute to Beijing’s desire to punish Vietnam for its 
annual offensive in Kampuchea, did not in itself represent a serious 
security threat to the SRV, and Party spokesman Hoang Tung said in 
May that there was no current need for Hanoi to invoke the security 
treaty with the USSR. But Hanoi was by no means taking the China 
threat lightly. During the early part of the year, Western intelligence 
sources reported a buildup in the Vietnamese military presence in the 
Spratly Islands, perhaps as a consequence of Chinese air and naval 
maneuvers in the South China Sea. Hanoi seemed equally if not more 
concerned, however, over the internal threat posed by sabotage and 
other forms of subversive activities undertaken by Chinese agents among 
the tribal minorities in the border region, and among dissident elements 
in the southern provinces. The official press continued te report strin- 
gent efforts to mobilize popular efforts to improve security conditions in 
sensitive areas of the country. 

As Hanoi’s relations with Beijing deteriorated, those with Moscow 
grew more intimate. The Vietnamese economy is being increasingly 
integrated into that of the Soviet Union and there are indicetions that the 
Soviet military presence in Vietnam is growing. Intelligence sources 
reported the installation of sophisticated submarine and radar equipment 
and missile ramps at Cam Ranh Bay and Da Nang, while Soviet planes 
and warships routinely carried out reconnaissance missions in the South 
China Sea. There is little doubt that Vietnamese Party leaders are un- 
comfortable about the SRV’s growing dependence on the USSR. For the 
moment, however, Hanoi may feel it has little choice, for the Soviet 
presence is a crucial factor in the regime’s efforts to restrein China. 

On the other side of the ideological spectrum, there was little im- 
provement in Vietnamese relations with the major capitzlist states. In 
October, informal talks were held in Tokyo between Foreign Minister 
Nguyen Co Thach and his Japanese counterpart, Shintaro Abe. Earlier, a 
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news report had hinted that Hanoi might welcome efforts by a third 
party such as Japan to resolve the Kampuchean dispute. Hanoi later 
made it clear, however, that it had no intention of begging for mediation 
of the dispute, and during the talks held in Japan the two officials were 
apparently unable to resolve their differences over the issue. The 
Japanese government reiterated its position that Vietnamese policy to- 
ward Kampuchea was “a clear violation of international principles.” 

Better relations between the SRV and the United States continued to 
be hindered not only by the Vietnamese occupation of Kampuchea, but 
also by the unresolved issue of American servicemen missing in action 
(MIAs) during the Vietnam War. During a visit to Vietnam by an official 
U.S. mission in February, the SRV agreed to cooperate in the search for 
the MIAs. But a follow-up trip by a second U.S. delegation was canceled 
by Hanoi in April. In July, Vietnam returned the remains of eight U.S. 
servicemen killed during the war. President Reagan praised the move as 
a “good sign,” but Washington still appeared convinced that the SRV was 
not being sufficiently cooperative in providing information on the esti- 
mated 2,500 Americans unaccounted for since war's end. On July 9, 
Secretary of State George Shultz declared in Singapore that until the 
Vietnamese occupation of Kampuchea and the MIA issue are satisfacto- 
rily resolved, “the prospect of normalization is so far away it is really 
fruitless to speculate about it.”!° 

There was little progress in resolving the issue of admitting inmates of 
Vietnamese reeducation camps into the United States. In September, 
Secretary Shultz formally announced that the Reagan administration was 
prepared to admit such inmates as well as several thousand Amerasian 
children fathered by U.S. soldiers during the war. Hanoi had already 
agreed to the plan in principle, but final arrangements were delayed by 
procedural difficulties. The U.S. wishes to arrange the exchange through 
the United Nations Orderly Departure Program, the mechanism 
through which approximately 10,000 Vietnamese refugees have legally 
entered the United States annually in recent years. Hanoi prefers to deal 
directly with the U.S., possibly because it would create a vehicle for the 
discussion of other issues between the two countries.’ 


9. New York Times, October 4, 1984. 
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KAMPUCHEA IN 1984 
Yet Further from Peace 


Michael Eiland 











If there were a “misery index” for Kampuchea! it 
surely would have worsened in 1984. The two most basic human 
needs—security and food—were in conspicuously shorter supply than at 
any time since mid-1979. In that year the Khmer people were reeling 
from the combined effects of four years of Khmer Rouge bestiality and 
the Vietnamese invasion that supplanted it. A massive and concentrated 
international relief operation and the efforts of the Khmer peasantry 
brought the populace back from disaster. In 1984 there was no deus ex 
machina to check the less spectacular, but no less real, retrogression in 
the human condition. 


Fighting 
Continuing the trend started in 1983, security throughout the country 
generally deteriorated in the first half of 1984. Anti-Vietnamese resis- 
tance forces of the Coalition Government of Democratic Kampuchea 
(CGDK), particularly those of the Khmer Rouge, staged hit-and-run 
guerrilla raids in widely scattered locations. The northwest provinces, 
traditional rebel strongholds and close to bases of support on the Thai 
border, were particularly affected. The most spectacular incident was the 
destruction of a major portion of a Vietnamese army fuel storage facility 
at Phnum Kraom near Battambang. The Khmer Rouge also attacked the 
provincial capital of Siem Reap early in the year. While not seriously 
threatening the major Vietnamese headquarters and other facilities in 
the area, the attackers did burn a significant portion of the outskirts of 
the city and further demonstrated their impressive ability to mass and to 
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move about the countryside. Other guerrilla attacks, conducted by both 
Khmer Rouge and non-Communist troops, occurred fairly regularly in 
Pursat, Kampong Thom, Kampong Speu, Kampong Chhnang, and Koh 
Kong; no province was immune from at least occasional incidents. In 
some of their operations both the Khmer Rouge and forces of the Khmer 
Peoples National Liberation Front (KPNLF) used recently established 
base areas well in the interior of the country at the western tip of the 
Tonle Sap, or Great Lake—a dramatic indication of how the initiative in 
fighting had swung to the resistance side. 

The momentum shifted back toward the Vietnamese in midyear as a 
result of what initially appeared to be a series of disconnected and 
unevenly executed attacks against resistance base areas. In retrospect the 
“offensive” had a certain logic. The first phase was directed against the 
resistance areas at the tip of the Tonle Sap. The Vietnamese carried cut 
an ironically classic “‘search-and-destroy” operation, involving elements 
of more than one division and featuring “pallet bombing” from AN-26 
cargo aircraft, as well as the first use since the December 1978 invasion 
of helicopter gunships. The “Tonle Sap” campaign apparently was gener- 
ally successful, but the fact that such a large-scale maneuver had to be 
undertaken well into the interior was itself a measure of the challenge the 
guerrillas were presenting to Vietnamese control in some areas. 

Operation Tonle Sap completed, the Vietnamese turned their atten- 
tion to the camps near the Thai border. The first attacks were against 
important Khmer Rouge logistical bases on the northern border which 
supported infiltration throughout northern Kampuchea. The camps were 
on difficult terrain but were not heavily defended, and the Vietnamese 
took them relatively quickly. Although they did not inflict heavy casual- 
ties, the Vietnamese captured a substantial quantity of supplies and 
denied further use of strategic locations to the Khmer Rouge. Along the 
southwestern border, the Vietnamese army for the third time in four 
years drove the 8,000 luckless inhabitants of Sokh Sann and their 
KPNLF defenders back across the Thai border. Finally, the Vietnamese 
took on the KPNLF headquarters at Ampil. They overcame the outer 
defenses easily on the day after the Khmer New Year, but did not make a 
sustained attempt to take the camp proper, apparently in order to avoid 
major confrontation with the Thai Army and civilians just across the 
border. KPNLF troops also performed well in defense of their main 
base. Nevertheless, the Vietnamese pressure made the camp untenable, 
and its population of about 20,000 was evacuated into Thai territory. 
Opposite Thailand’s Surin province the Vietnamese threatened the 
Sthanoukist base at Ta Tum (itself occupied only last year after the 
original camp at Sihanoukborei had been overrun), forcing a precau- 
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tionary evacuation of the 32,000 inhabitants into Thailand. In other areas 
the Vietnamese kept pressure on Khmer Rouge strongholds on the 
southern border, preoccupying the guerrillas and keeping them off 
stride. 

The ability of the Vietnamese to mass enough combat power to 
overrun one or another of the refugee-cum-resistance camps along the 
border was not in itself surprising. The nature of refugees is that they are 
helpless, and the nature of guerrilla warfare is such that occupation of 
terrain has little meaning. While it is true that more camps were lost or 
evacuated than in previous years, guerrilla flexibility and mobility should 
have been able to compensate. But two new elements were introduced 
by the Vietnamese that inhibited resistance recovery. First, where in 
previous years the Vietnamese troops had pulled back from the border 
during the rainy season in the second half of the year, in 1984 they 
remained in position along the border. At year’s end they still occupied 
the bases on the northern border from which they had evicted the 
Khmer Rouge, as well as Sokh Sann in the south. Ampil was only 
reoccupied by the KPNLF more than four months after the Vietnamese 
attack, and Vietnamese troops remained dug in barely two kilometers 
away. Sihanouk’s followers at Ta Tum, threatened but never actually 
attacked, remained at their evacuation site in Thailand. Elsewhere, Viet- 
namese feints and aggressive patrolling near the border kept guerrillas at 
both Khmer Rouge and noncommunist camps on guard. The temporary 
consequence of this shift in the center of gravity of military activity back 
toward the border was a significant decrease from the previous year in 
` the number and intensity of guerrilla-initiated incidents in the interior 
during the rainy season (although the Khmer Rouge did produce a flurry 
in September, including an apparently bloody attack on the Phnom 
Penh- Battambang railway). 

As the year drew to a close, Vietnamese troops attacked major KPNLF 
bases all along the border, including once again, Ampil. In each case the 
guerrillas and the large associated civilian population were forced to 
retreat into Thailand after putting up varying degrees of resistance. The 
attackers razed the guerrilla camps. It was increasingly clear that the 
Vietnamese have become determined to keep the focus of military action 
at the border and to discredit the CGDK. 

The second new element introduced by the Vietnamese was increased 
involvement of Peoples Republic of Kampuchea (PRK) troops. This was 
symptomatic of Hanoi’s drive to have complaisant Khmer take more 
responsibility at all levels. The battlefield test was only partially success- 
ful from the Vietnamese point of view—the PRK troops are in general 
still unenthusiastic about their work. But sufficient improvement in 
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performance was shown in 1984—with possibilities for further gains as 
PRK cadres return from training in Vietnam, the Soviet Union, and 
Eastern Europe—that some CGDK officials worried aloud about a 
“Khmerization” of the war by Hanoi that might in some respects insulate 
it from political pressures to withdraw from Kampuchea. 


Food 

The persistent dearth of reliable statistics on anything in Kampuchea did 
not obscure the deterioration in the agricultural situation in 1984. A 
U.N. Food and Agriculture Organization (FAO) team that visited six 
provinces in February estimated a shortage of about 177,000 tons of rice 
by the end of the year, primarily as a result of early drought followed by 
floods. The FAO report made several interesting generalized compari- 
sons: the situation in the interior was better than in 1979/80, but had 
declined from that of 1982/83; it was still far worse than in the “normal” 
year of 1968. A follow-up report to a November 28 meeting of inter- 
national aid donors by an FAO agronomist estimated that the 1984 
monsoon paddy crop would be 400,000 tons less than in 1983. The 
agronomist observed that in the short run the key missing input is rice 
seed—just as it was in 1979/80. 

The February FAO report observed that the nutritional status of 
children below 12 years old is unsatisfactory, and that some diseases now 
prevalent in Phnom Penh as well as the countryside—mainly tuber- 
culosis, dysentery, intestinal parasites, kwashiorkor, and malaria—may 
become even more of a problem because of lowered resistance due to 
inadequate food. The FAO suggested that “aid is essential, not only to 
overcome immediate shortages, but it is also desperately required in the 
form of development aid for the repair of the damaged roads, communi- 
cations system, industry, agriculture and health.” FAO estimated that 
almost $12 million in aid would be required for the country to achieve 
minimum self-sufficiency in 1984/85. This suggestion was preordained to 
be resisted actively by opponents of the Vietnamese occupation and 
given only lip service by the PRK’s fraternal socialist allies. 


Politics and Diplomacy 
Diplomatic gridlock persisted, with all parties apparently convinced that 
time is on their respective sides. A quiet French initiative to broker 
meetings between Prince Sihanouk and representatives of both Hanoi 
and Phnom Penh was forcefully rejected by China and its Khmer Rouge 


2. “FAO Predicts Rice Shortage,” The Nation Review (Bangkok), September 19, 1984, 
p. 3. 
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allies.* The bellwether U.N. General Assembly vote on the resolution on 
withdrawal of foreign troops from Kampuchea proposed by the Associa- 
tion of Southeast Asian Nations (ASEAN) continued the trend of in- 
creasing the margin of support each year, with 110 voting in favor, 22 
against, and 18 abstaining. During the year ASEAN offered several 
carrots to the Vietnamese, but there was little concrete response. 

In a September Kyodo interview, Vietnam’s Foreign Minister, 
Nguyen Co Thach, stated that Vietnam is ncw seeking dialogue with 
ASEAN on the basis of the latter’s proposal of September 29, 1983, and 
the Indochinese foreign ministers’ statement cf January 29, 1984. This 
was later interpreted as an indication of flexibility from Hanoi on pro- 
cedural matters only.* The crux of the ASEAN proposal is a gradual 
withdrawal of Vietnamese forces and a ceasefire guarantee, followed by a 
general election, all under international supervision. Ultimately there 
would be large-scale economic assistance. The most interesting element 
of the ASEAN proposal is embodied in the concept of “national recon- 
ciliation,” under which all factions, including th2 PRK, would be entitled 
to participate in elections and formation of a new government. The 
Indochinese foreign ministers’ communiqué contained nothing so in- 
teresting, being mainly a warmed-over version of previous public posi- 
tions, including the “safety zone” along both sides of the Thailand- 
Kampuchea border, which is anathema to ASEAN. In any event, for the 
Vietnamese actually to enter into discussions on the basis of the ASEAN 
proposal would require a good deal of rationalization of the relationship 
with their Phnom Penh clients: on January 7 the PRK Foreign Minister, 
Hun Sen, told foreign journalists that the PRK rejects any sort of 
reconciliation with the noncommunists of the CGDK, much Jess the 
Khmer Rouge. For their parts, the Khmer Rouge and their Chinese 
patrons also seemed quite unwilling to consider reconciliation, even in a 
hypothetical context. The Chinese promised to Thailand—and de- 
livered—military pressure on Vietnam’s northern border at least equiv- 
alent to Vietnamese actions in Kampuchea. On several occasions during 
the year pitched division-size battles were fought along the border of 
Vietnam’s Ha Tuyen province with heavy casualties on both sides. The 
precise degree to which this pressure inhibited Vietnamese actions in 
Kampuchea or made Hanoi more receptive to diplomatic blandishments 
cannot be known, but it must enter its calculations. 

The Vietnamese and PRK worked hard during the year at maintaining 


3. Nayana Chanda, “Sihanouk Stonewalled,” Far Eastern Economic Review (FEER), 
November 1, 1984, pp. 28-32. 
4, Nayan Chanda, “Thach Lacks Appeal,” FEER, September 27, 1984, pp. 40-41. 
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an illusion of normality and an independently functioning administration 
in Phnom Penh. Major events in Phnom Penh included a large parade to 
commemorate the fifth anniversary of the PRK on January 7, and a 
national “Day of Hate” marking nine years since the beginning of the 
Khmer Rouge genocide. In June, ceremonies were held to publicize the 
annual Vietnamese partial troop withdrawal, widely regarded by outside 
observers as token at best. Phnom Penh also hosted meetings of the 
National Mekong Committees of the Indochinese countries and an In- 
dochina foreign trade conference, among other functions more notable 
for propaganda value than substance. One of the effects of these affairs 
was to support the contention that an acute shortage of homegrown 
cadres constrains the ability of the PRK to take on more responsibility, 
and by logical extension makes the Vietnamese uninterested in reducing 
their hold on Kampuchea.® 

On the CGDK side, Prince Sihanouk and KPNLF President (and 
CGDK Prime Minister) Son Sann continued their separate global pere- 
grinations in search of international political and material support for their 
joint cause. They appeared together with Khmer Rouge leader Khieu 
Samphan at Chinese National Day celebrations in Beijing in October, 
and at functions associated with the U.N. General Assembly in New 
York later in the same month. Military cooperation between the Sihanouk 
and KPNLF groups near the Thai border advanced markedly, based on 
renewal of old relationships between individual field leaders in the two 
noncommunist groups (although the bad blood with the Khmer Rouge 
persisted and there were several published accounts of clashes between 
communist and noncommunist resistance forces in the interior and in the 
border area). Nevertheless, the unfortunate tendency toward destructive 
factionalism so common in Khmer history limited noncommunist prog- 
ress. Differences within and between the two groups led to the perma- 
nent departure of several important military leaders and prompted 
Prince Sihanouk to threaten resignation yet again. 


Vietnamese Settlements 
The slow tide of Vietnamese coming to settle in Kampuchea continues. 
Just as the prospect of “Khmerization” of the fighting concerns many of 
those opposed to the Vietnamese occupation, so does the possibility of a 
large Vietnamese civilian population. As in all other matters in Kam- 
puchea, reliable statistics are hard to come by. Figures range from ab- 
surdly low-—such as Hun Sen’s 56,000—to hysterically high—such as 
some resistance estimates of one million. There is also debate about the 


5. Paul Quinn-Judge, “Too Few Communists,” FEER, February 16, 1984, pp. 20-22. 
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ratio of new Vietnamese residents to those who fled to Vietnam in the 
early 1970s and are now returning. Whatever the details, the magnitude 
of migration is significant. Some districts of Phnom Penh are said to be 
heavily Vietnamese, as is the town at the ferry crossing of Neak Luong in 
eastern Kampuchea. Much of the fishing on the abundant Tonle Sap is 
now dominated by Vietnamese, as it was before the 1970s. A high- 
ranking PRK official who defected to Thailand early in the year gave as 
his motive Vietnam’s “intolerable colonialism,” and reported the wide- 
spread conviction among PRK cadre that Vietnam is bent on colonizing 
the country through settlement of civilians. Whether or not the settle- 
ment of Vietnamese is a matter of conscious policy on the part of Hanoi 
or a spontaneous continuation of historical migratory trends, the long 
run implications for Kampuchean sovereignty are negative—the most 
obvious being the added excuse for the Vietnamese occupation army to 
remain in the country. . 


Refugees and Relief 

The total number of Khmer civilians in encampments along the Thai 
border approached 250,000 at the end of 1984, an increase of about 
25,000 during the year. The motives the new arrivals gave for coming to 
the border were varied but simple: some were fleeing insecurity and 
fighting in rural areas; some came because of food shortages; there was a 
smattering of Phnom Penh residents who complained of Vietnamese 
heavy-handedness; there were those who came looking for relatives or 
hoping for resettlement abroad. 

The border population continued to benefit from relief provided by 
one of the most successful but least-known projects of the U.N. system, 
the U.N. Border Relief Operation (UNBRO). UNBRO and associated 
private voluntary organizations, despite (or perhaps because of) having 
no formal status in the U.N. system and despite a sometimes precarious 
funding situation, have done a remarkable job under adverse conditions 
of coordinating the provision of relief supplies and services to widely 
scattered border camps. In 1984 UNBRO’s task was enormously com- 
plicated by the sudden evacuation of encampments along the length of 
the border, which entailed literally overnight establishment of temporary 
camps for thousands of people. At one point up to 90,000 of the border 
residents were in such evacuation sites inside Thailand, and many remain 
in them. 

On another level of the relief scene, the legendary Sir Robert Jackson 
retired as the U.N. Secretary General’s Special Representative for 
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Humanitarian Assistance to the Kampuchean People, and was replaced 
by Tatsuro Kunugi, a senior Japanese diplomat. Mr. Kunugi assumed the 
daunting task of answering concerns of donor countries over the inter- 
national relief effort centered on the border, while trying through 
dialogues with Hanoi, Phnom Penh, Moscow, ASEAN capitals, and 
others to arrange humanitarian solutions for those who have fled from, 
and those who have returned to Kampuchea. 

The number of Khmer refugees in the camp administered by the 
United Nations High Commissioner for Refugees at Khao I Dang in 
Thailand dropped from more than 60,000 to about 40,000 during the 
year. This decrease was primarily due to resettlement abroad, mostly in 
the United States. This rate of resettlement will be difficult to maintain. 
Those Khmer refugees with close ties to the United States or with 
language or other skills that would make them attractive to other coun- 
tries have by and large already departed. Those remaining, mostly illiter- 
ate peasants, have been the objects of a Catch-22 that must seem of 
surpassing irony to at least some of the survivors of the Pol Pot years: 
they are under increasing scrutiny by U.S. officials for signs of past 
affiliation with the Khmer Rouge, which would make them ineligible for 
resettiement in the U.S. The Royal Thai Government has announced 
that those remaining in Khao I Dang after resettlement screening is 
complete will be sent back to the border. How such people will be 
received by compatriots at border camps associated with the CGDK is 
problematical. At the very least, UNBRO can count on additions to its 
relief rolls in 1985. 

The past year was not a happy one for the Khmer people. Whether on 
the border under the CGDK, in areas controlled by the Vietnamese and 
the Phnom Penh administration, or in “the land in between,” their 
fifteen-year chain of misery continued. There was no sign giving hope 
that 1985 would be any better. 
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The year 1984 saw an unprecedented sharpening of 
the border conflict between the Lao People’s Democratic Republic 
(LPDR) and Thailand, with ramifications for Laos’ relations with other 
foreign countries. At home, preparations continued for writing a new 
constitution, agricultural plans were. announced calling for stepped-up 
collectivization efforts and training of more cadres, and road construc- 
tion was emphasized. Former Prime Minister Souvanna Phouma was 
given an impressive funeral in Vientiane. 


Foreign Relations 

The conflict with Thailand and its attendant diplomatic interchanges 
focused on three villages along the upper border in one of two sections 
of the 1,600-kilometer-long border lying over land. Unlike the long 
series of border incidents that have occurred along the Mekong River 
since the proclamation of the LPDR in December 1975, and which have 
usually involved arguments about islands, sand bars, and navigation 
rights, the new conflict did not sputter out after a few bursts of gunfire 
and exchanges of propaganda. In the view of LDPR Foreign Minister 
Phoun Sipaseut, speaking before the United Nations, this was no ordinary 
border incident, but “premeditated aggression.” 

The three villages, both sides agree, are Ban Mai, Ban Kang, and Ban 
Savang. The LDPR claims the villages belong to Muong Thong canton, 
Paklay district, Sayaboury Province. Thailand claims that the disputed 
area covers 19 square kilometers, is part of Ban Khok subdistrict, Ut- 
taradit Province, and has a present population of 1,010 inhabitants. 

The specific disagreement concerns the location of the watershed 
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between the Me Nam Chao Phraya river system and the Mekong River, 
since both sides agree that the principle of demarcating the border 
according to the division of the waters remains valid today. The three 
villages are situated in mountainous terrain of considerable complexity. 
Several small creeks flow seasonally in the vicinity (it is a relatively dry 
area), adding to the difficulty of tracing the watershed in detail. 

The border in the disputed area follows a generally north-south direc- 
tion, paralleling the flow of the Nan and Mekong rivers on either side. 
However, near the three villages the border makes a turn and runs to the 
southeast for seven and a half miles before turning south again. Thus, 
according to the LPDR claim, Ban Mai, the only one of the villages 
figuring on the survey map originally used to demarcate the border, lies 8 
kilometers east, but only 2 kilometers north, of the border line. The 
other two villages, the LPDR maintains, lie west of Ban Mai, Ban Kang 
being at a distance of 2 kilometers and Ban Savang at a distance of 4 
kilometers. The Thai claim is that the border line passes through Ban 
Mai, and that the other two villages are in Thailand. 

The area may well have been, as the Thai assert, a base of operations of 
Communist Party of Thailand (CPT) guerrillas, which would account for 
the fact that only recently has the government in Bangkok extended its 
presence there. What appears to have happened at the end of the 
1983-84 dry season is that a Thai road construction team came upon an 
armed LPDR presence (local militia, or perhaps regulars) in the three 
villages and skirmishing ensued. The Lao may have been there for years, 
possibly since the January 1979 decision by the LPDR to expel the 
pro-Beijing CPT guerrillas from their long-established sanctuaries in 
Laos. 

Both sides initially appeared willing to treat the situation in a low key 
manner. As late as June 5, when the Thai ambassador in Vientiane had a 
discussion with LPDR Deputy Minister Souban Salitthilar, there was 
every evidence of cooperation on both sides, manifested by their ex- 
pressed willingness to let the local authorities handle the matter. On the 
following day, however, the situation changed abruptly. A strong Thai 
force began pushing back the LPDR occupiers of the villages. What 
provoked this action, whether the actions of the Lao or purely Thai 
considerations, is unclear. The Thai claim that their action followed the 
moving of wooden border markers by the Lao. At all events, exchanges 
of fire by small arms, mortars, and light and heavy artillery continued for 
several days. These were accompanied by a buildup of military forces, 
construction of airstrips, reconnaissance overflights, and other military 
moves on each side. 

On June 9, the Thai ambassador in Vientiane was summoned to meet 
the head of the LPDR Third Department of the Foreign Affairs Ministry 
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to receive a letter whose tone was sharply different from the June 5 
conversation. In this letter, the LPDR made the first public claim that the 
villages in question were in Lao territory. This was followed on June 13 
by the broadcasting over Radio Vientiane of a Foreign Ministry state- 
ment, which became the launching platform of an extensive campaign to 
whip up public agitation. 

On July 15, with the situation on the ground substantially unchanged, 
Thailand proposed negotiations on the dispute within the framework of 
the bilateral border questions committee headed by the interior minis- 
ters of the two countries. Two days later, the LPDR accepted. Two 
rounds of negotiations followed in Bangkok, the first on July 21-23, the 
second on August 6-15. Both rounds proved fruitless, but nevertheless 
revealed a number of interesting points about the dispute and its pro- 
tagonists. 

Deputy Foreign Minister Souban came to the talks well prepared with 
the historical materials on which the LPDR based its case. The map 
drawn up on the basis of the survey conducted by the Franco-Siamese 
joint border commission in 1905—07 shows Ban Mai on the Laos side of 
the watershed, Souban said. The other two villages were established at 
later date by settlers from Ban Mai, explaining their absence from the 
survey, which became the basis for a map published by the Royal Thai 
Survey Department in 1909. 

The watershed principle of border determination actually dates back in 
the history of Laos to the fourteenth century. Fa Ngum, the king of Lan 
Xang from 1353 to 1373, concluded a treaty with the Tran ruler of 
Vietnam in which this principle was affirmed. A similar demarcation with 
the kingdom of Ayuthia was adopted by King Setthathirath in 1560. At 
the turn of the nineteenth century, having forced the Siamese to 
evacuate all the territory on the left bank of the Mekong by the terms of 
the treaty signed in Bangkok on October 3, 1893, the French were, by 
two conventions, one signed in Bangkok on October 7, 1902, and the 
other in Paris on February 13, 1904, seeking to “tidy up” their newly 
acquired Indochina empire and return relations with Siam to normal. 
The 1904 convention re-established the watershed principle insofar as 
the western border of the French-protected kingdom of Luang Prabang 
went. This territory between the Mekong and the watershed, known as 
the province of Sayaboury, was taken over briefly again by Thailand 
between 1941 and 1946, bur, by and large, no disputes over the border, 
per se, arose in that area in modern times until 1984.1 


1. In response to the LPDR claim that Ban Mai had been under Lao administration since 
ancient times, some Thai spokesmen countered by asking what the LPDR would do if 
Bangkok laid claim to all territory that had formerly been under its administration. Since 
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The Thai also had maps to cite. According to the initial LPDR version, 
the Thai based their claim on a 1965 map produced by the U.S. Central 
Intelligence Agency. In the bilateral talks, however, the Thai delegation 
cited a 1978 map that had the advantages, they said, of being drawn to 
a larger scale than the 1909 map, using aerial photography techniques, 
and clearly showing the position of the watershed.’ 

In accordance with what the Thai side referred to as “the rigid and 
uncompromising position of the Lao side,” the LPDR delegation led by 
Souban maintained that Lao sovereignty over the three villages was not 
negotiable, and all that the two delegations were called upon to do was to 
agree on the means by which the situation could be restored to that 
prevailing before June 6, meaning notably a complete withdrawal of Thai 
troops from the villages. The Thai position centered on a willingness to 
withdraw mutually from the entire area around the villages, thereby 
permitting a joint technical team to determine where the border lay. If 
the Thai went ahead and withdrew their troops from the villages, they 
said, there would be nothing to prevent the LPDR from immediately 
reoccupying them. 

In the minds of both sides during these talks was a third party— 
Vietnam. Indeed, by virtue of its “special relationship” with Laos, Viet- 
nam was not merely an observer, but an interested party to the confron- 
tation over Ban Mai. 

Such aspects of the dispute as a press conference of the LPDR ambas- 
sador in Hanoi before reporters of Soviet-bloc countries; internationali- 
zation of the significance of the dispute manifested by hard-line state- 
ments from LPDR media charging that the dispute was the result of 
collusion between Thailand and China and part of Beijing’s long-range 
plan to dominate Indochina; anti-Thailand rallies organized throughout 
Laos and rallies by Lao students in East Germany and the Soviet Union; 
publicizing of the justness of the LPDR stand in central government 
ministries; the decision to shift the venue of an Indochina foreign minis- 
ters’ conference from Ho Chi Minh City to Vientiane; and the final 
statement on July 2 condemning Thailand: all bore the well-known stamp 


such territory includes most of present-day Laos, the Thai were in effect warning the LPDR 
not only not to press its claim to a tiny piece of Uttaradit Province, but also and far more 
importantly, not to try to claim on this basis the territories on the right bank of the Mekong 
which Fa Ngum had incorporated into the kingdom of Lan Xang, and which subsequently 
became parts of the kingdoms of Vientiane and Champassak before falling under Siamese 
suzerainty in the nineteenth century, where they have remained to the present. The 
meaning of the Thai warning cannot have escaped the leaders of the LPDR. 

2. That government statement broadcast by Voice of Free Asia, Bangkok, on August 
15, 1984. 
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of Hanoi’s manufacture. Also a reference by the LPDR delegation to 
Laos’ reserving the right under Article 51 of the United Netions Charter 
to take individual or collective action in the face of armed aggression was 
taken to be a thinly veiled threat of Vietnam’s military support under the 
1977 mutual defense treaty. 

Such aspects seemed out of character with the record of the LPDR in 
attempting to improve overall relations with its neighbor. LPDR state- 
ments continued to be couched in terms of “the Thai reactionaries within 
the ruling circles” and “the Thai ultrarightist reactionary clique.” This 
“clique” was said to be led by General Arthit Kamlang-ek, the Thai 
armed forces supreme commander, and faced opposition within Thai- 
land. 

The Thai delegates to the bilateral talks were obviously under instruc- 
tions to downplay the importance of the dispute (a view allowed them by 
virtue of the fact that their forces were in possession of the disputed 
territory). They did not wish to provoke further escalation of the conflict. 
They noted that Souban had initially agreed “in principle” to the sending 
of a joint technical team, and then reversed himself; that he had suddenly 
cancelled an appointment with General Arthit that he had requested; and 
that he frequently pleaded for more time to consult his government. 
These were so many indications, they suspected, that he was acting under 
tight control by others. In the end, the Thai showed signs of exaspera- 
tion, and decided that nothing could be gained by continuing this 
charade. They did not permit Souban to deliver letters he was carrying 
addressed to the king and to Prime Minister Prem Tinsulanon from 
LPDR President Souphanouvong and Prime Minister Kaysone Phom- 
vihane. 

Undoubtedly, the LPDR’s refusal to participate in a fresh survey of the 
disputed area to determine the location of the watershed, against a 
background of charges and countercharges of border markers being 
displaced, seriously weakened its posture on the matter. For the maps of 
the French Indochina survey, now almost ancient, are not, indeed, con- 
sistent with respect to watersheds; for example, the French maps show 
part of the border between Laos’ Savannakhet Province and Vietnam's 
Quang Tri Province as being clearly to the west of the watershed. These 
were simply administrative conveniences, made at a time when their 
consequences were seen to be minimal—Indochina was all under one 
governor-general, and the areas where the boundary lines took liberties 
with the watershed were so remote as to be unimportant.” 


3. North Vietnam’s occupation of territory even further west of the French-drawn 
boundary in “Huong Lap village of Quang Tri Province” in 1959 provoked a momentary 
crisis in Vientiane. The area was strategic because it abutted on the western end of the 
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The grounds on which the LPDR refused to participate in a survey 
were that to do so amounted to accepting the fact that the entire border 
was negotiable. That this was not an unreasonable position received 
support when the Bangkok Post published a story to the effect that 
Thailand renounced all unequal treaties, including those with France.* A 
new treaty, the newspaper went on, that had been negotiated between 
former Foreign Minister Thanat Khoman and the Souvanna Phouma 
coalition government formed in 1962 “is now regarded as superseding 
the Franco-Thai treaty.” The “new” treaty apparently was never given 
effect by a fresh border survey. One is led to ask: al unequal treaties? 
The implications for Thailand’s borders not only with Laos, but with 
Kampuchea, are far-reaching! 

In the end, the LPDR took the border dispute to the United Nations 
Security Council, where its case received short shrift from delegates who 
seem in the main to have accepted the Thai story that the whole affair 
was concocted to coincide with Thailand’s quest for a Security Council 
seat.5 Thai Foreign Minister Sitthi Sawetsila stated that the dispute was 
intended to divert attention from the Vietnamese occupation of Kam- 
puchea and to introduce an extraneous factor into that situation. The 
LPDR foreign ministry also published a white book on relations with 
Thailand, including a section on early history that carefully excised any 
reference to Vietnamese invasions, annexations, and interference in 
Laos, either under the imperial regime or as henchmen for the French 
colonialists. 

The LPDR-Thailand dispute was grist for Hanoi’s propaganda 
machine. Hanoi’s real interest in the border lies far from Sayaboury—in 
Kampuchea, first and foremost, and secondly in the portions of the Laos 
border adjoining the Thai Northeast. Vietnamese support for the Phak 
Mai movement, which is headquartered in Paksane on the Mekong and, 
according to Thai sources, now operates 25 bases and 15 training centers 
in Laos, appears to be growing. A new 150-kw Soviet-supplied radio 
transmitter north of Vientiane is set to begin broadcasting in Lao to the 
Northeast. Thus, Hanoi’s motives in the Sayaboury affair are not al- 
together clear. 


demilitarized zone between North and South Vietnam. Nevertheless, Hanoi’s action was in 
contravention of the map used by the Viet Minh and French military experts who drew the 
demilitarized zone, and which showed the border to be according to the French survey. 
Thus, the statement by the LPDR delegation to the bilateral talks in reference to the 1978 
map on which Thailand based its claim to Ban Mai that “a map unilaterally prepared by one 
side is of no international legal value” was ironical in the extreme. 

4. Bangkok Post, October 1, 1984. 

5. See a dispatch in The New York Times, October 23, 1984. 

6. The Nation Review (Bangkok), September 5, 1984. 
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The simplest explanation is that it suited Hanoi at this time to exacer- 
bate relations between Vientiane and Bangkok. With Thailand providing 
sanctuary to anti-Vietnamese resistance forces in Kampuchea and re- 
newing close ties with Beijing (symbolized by Arthit’s visit to Beijing 
just prior to the outbreak of the fighting), Hanoi may have been worried 
that too friendly relations between Vientiane and Bangkok might give 
the LPDR too much room for maneuver. Military factors are also cer- 
tainly involved. LPDR media had given prominence to reports of the 
activities of anti-LPDR guerrilla groups operating in the area. There 
appears, however, to have been no detectable movement by units of 
Vietnam’s occupation forces in Laos (the 397th Division, with regiments 
stationed at Luang Prabang, Muong Sai, and Phong Saly), although Thai 
sources claimed that Vietnamese military personnel, probably advisers, 
were on the scene. It would thus appear that the deterrent effect of 
China’s continuing threat along Vietnam’s northern border is credible. 


Internal Affairs 

A new step towards writing a constitution was taken in May with the 
creation of a 15-person constitutional commission. The commission will 
be under the oversight of the LPDR Supreme People’s Council Standing 
Committee.” The LPDR has been without a constitution since the Con- 
gress of People’s Representatives met in Vientiane on December 1-2, 
1975, to establish the organs of state power. Decisions of the ruling Lao 
People’s Revolutionary Party have had the force of law for all Lao 
citizens, 

Agricultural plans for 1984 were outlined in the form of Instruction 
No. 022 by Prime Minister Kaysone. This called for stepped-up collec- 
tivization efforts, which have been soft-pedaled since a reversal of ag- 
ricultural policy in 1979, more emulation movements, improved 
technology, and training of more agricultural cadres.® 

Reconstruction of Laos’ infrastructure, particularly roads, continues at 
a slow but steady pace. Several important bridges have been inaugurated 
in recent months. Plans were announced for Soviet assistance in con- 
structing a 500-kilometer oil pipeline from the Vietnamese port of Vinh 
to Vientiane.® 

Prince Souvanna Phouma, the long-time advocate of neutralism in 
Laos and the architect of three coalition governments between 1957 and 
1975, died at his home in Vientiane on January 10 at the age of 82. The 
prince’s name was synonymous with the history of Laos from the coun- 


7. Radio Vientiane, May 26, 1984. 
8. Radio Vientiane, April 19, 1984. 
9. Radio Vientiane, May 29, 1984. 
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try’s independence from France in 1953 until the Communist takeover 
22 years later. Throughout his life, the prince remained steadfast in the 
belief that a political solution to the conflict in Laos could be worked out 
with the Neo Lao Hak Sat, or Patriotic Front, and its armed force, the 
Pathet Lao. He continued to believe that this was the only way to keep 
Laos out of the hands of the Vietnamese Communists. In this belief, he 
repeatedly entered into negotiations with his half-brother, Prince 
Souphanouvong, chairman of the NLHS, even when this exposed him to 
rebellion and personal danger from right-wing politicians and military 
officers who opposed any compromise with the Pathet Lao. When the 
NLHS, strongly backed by North Vietnamese forces and controlling 
four-fifths of the country, negotiated a dominant position in the third and 
final coalition government (1974-75) and took over total control of the 
country, abolishing the monarchy and establishing a people’s democracy, 
Souvanna Phouma was made an adviser to the prime minister and party 
secretary general, Kaysone. In those climactic days, spurning those who 
fled across the Mekong to Thailand, Souvanna Phouma proclaimed his 
accomplishment to be that of ensuring that the transition of regime 
occurred without a bloodbath. 





MONGOLIA IN 1984 
From Tsedenbal to Eatmonh 





Alan J. K. Sanders 








The announcement that Jambyn Batmonh had re- 
placed Yumjaagiyn Tsedenbal as party leader was made in the official 
communiqué of a special plenum of the Mongolian People’s Revolution- 
ary Party (MPRP) Central Committee held on August 23.1 It marked the 
end of a political career spanning 44 years. The Mongolian regime’s no. 3 
man, Demchigiyn Molomjamts, member of the Politburo and Secretary 
of the MPRP Central Committee, “on the instructions of the Politburo,” 
moved a resolution, “unanimously proposed by the Politburo,” that 
Tsedenbal be relieved of the duties of General Secretary and member of 
the Politburo, and a second resolution proposing Batmonh’s election to 
the post of General Secretary. . 

In a tribute to Tsedenbal, Molomjamts said: “We sincerely and pro- 
foundly regret that because of his health, the outstanding leader of our 
party and state, our very close friend Comrade Yumjaagiyn Tsedenbal, 
who enjoys the respect of all, cannot carry out the high duties of party 
and state leader and continue to work together with us.” 

Proposing Batmonh, Molomjamts noted that he had been Chairman of 
the Council of Ministers (premier) since June 1974,? and continued: 


A loyal communist and internationalist, Comrade Jambyn Batmonh applies 
great efforts and shows constant care to strengthen friendship and cooperation 
with the Soviet Union. ...He fully devotes all his strength and energy, 
knowledge and experience to implementing the party's socioeconomic policy 
and improving the Mongolian people’s well-being. ... He has won respect 
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1. Unen, August 24, 1984. 
2. Alan Sanders, “Mongolia: From Sambuu to Tsedenbal,” Astan Survey, 14:11, 
November 1974. 
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among his colleagues, communists and the working people of our country with 
his daily attention and care for the working man, his sensitive approach to 
people, high sense of party principle and demandingness, and his organizing 
ability, as well as such personal qualities as diligence, modesty, simplicity and 
integrity. 


The plenum relieved Tsedenbal of his duties, “taking into considera- 
tion [his] state of physical health and with his consent,” and unanimously 
elected Batmonh to be the new General Secretary. Tserendashiyn Nams- 
ray, Secretary of the Central Committee, was unanimously elected a full 
member of the Politburo.‘ 

Batmonh said in his acceptance speech that, in expressing “deep re- 
spect” for Tsedenbal, “we express unshakable loyalty to the principled 
line that our party pursued under his direct leadership.” Tsedenbal had 
devoted “and devotes” his “driving energy, rich knowledge, experience 
and all his talent” to the party and people. “It can be said with good 
reason that Comrade Tsedenbal’s practical wisdom and rich experience 
of life will, as before, serve the cause of our party and the Mongolian 
people.” 

Most of Batmonh’s speech was devoted to continuity of policy drawn 
up by the 18th MPRP Congress in 1981—efforts to fulfill the current 
(seventh) Five-Year Plan, eliminate mismanagement and waste, save 
power and raw materials and apply investment efficiently, as well as 
measures to increase considerably the efficiency of agriculture including 
implementation of the draft Food Program. “Energetic and competent” 
party leadership was needed for this, he emphasized, noting that Tsed- 
enbal had called for “struggle against the torrent of paper which comes 
from above as well as below.” Another point Batmonh made was the 
need for the party to begin preparations now for the 19th MPRP Con- 
gress (due in the spring of 1986). 

On defense, Batmonh noted that the “constant concern” of the Mon- 
golian party and government, together with “selfless aid” from the 


3. In Mongolian, “biyeiyn eriul mendiyn baydlyg n’ hargaldzan idzej, ööriyn n’ dzdv- 
shéorsndor.” When Central Committee Secretary Sosorbaram was released from his duties 
on April 25, 1979, it was “on the grounds of (his) state of health and his request” (“ertitil 
mendiyn baydal, ooriyn n’ huseltiyg ündeslen”). 

4, Namsray’s election maintained Politburo membership at eight. Tsedenbal’s aide, 
Namsray was elected to the Secretariat at the December 1983 plenum at which Bugyn 
Dejid, Chairman of the Party Control Committee, was promoted to full membership of the 
Politburo, perhaps for his role in unmasking Sampilyn Jalan-aajav as an “anti-party ele- 
ment” (Namyn Am'dral, No. 2, 1984). Jalan-aajav was expelled from the party and dis- 
missed from his Hural posts. See William R. Heaton, “Mongolia in 1983: Mixed Signals,” 
Astan Survey, 24:1, January 1984. 
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USSR, had ensured that Mongolia’s defense capacity was “at the proper 
level.” The Central Committee would continue to attach importance to 
raising the standard of combat and political training in the armed forces 
and the strengthening of party influence there. 

On relations with the Soviet Union, Batmonh said: 


The strengthening in every way of friendship and cooperation with the great 
Soviet Union and other countries of the socialist community and the develop- 
ment of fraternal ties with communist and workers’ parties are the foundation 
stone of our party’s foreign policy. ... Mongolien-Soviet relations are distin- 
guished by deep mutual trust, and our cooperation is characterized by its grand 
scale and great creative strength. The strengthening in every way of these 
really fraternal mutual relations with the CPSU znd the Soviet Union was and 
will remain the principal line of our party and state.’ 


The final words of Batmonh’s plenum speech were: 


The Central Committee expresses confidence that the working people of our 
country will rally their ranks even more closely around their party and dem- 
onstrate even greater initiative and creativity, seldessness and determination as 
well as conscious discipline in the struggle to implement the tasks of the Party 
Program for completing the building of the material and technical base of 
socialism in Mongolia. 


The plenum communiqué added that the plenum, after paying tribute 
to Tsedenbal’s “more than 40 years at the helm of the MPRP and the 
socialist state,” had expressed “profound gratitude” to him for his “out- 
standing services to the party and people. ... The plenum of the MPRP 
- Central Committee took place in an atmosphere of complete unanimity 
and cohesion. It resolved the matter of the continuity of party leadership 
with full accountability to the party and people.”® 

At a special session of the People’s Great Hural held the same day, 
attended by all the other Mongolian leaders,” Batmonh moved a resolu- 
tion relieving Tsedenbal of his duties as Chairman of the Presidium 
(President of Mongolia). This was unanimously approved by the Hural 


5. In its message of congratulations, the CPSU Cencral Committee told Batmonh he 
could be sure of full support for a policy of “progressive broadening and deepening of 
all-round interaction of our parties, states and peoples.” Batmonh replied with an assurance 
that “we are fully resolved to go on strengthening in every way the traditional Leninist 
friendship of the Mongolian and Soviet peoples and develop all-round cooperation be- 
tween the MPRP and CPSU.” 

6. Nonetheless, the suspicion remained that the other leaders, dissatisfied with Tseden- 
bal’s autocratic style of leadership, had taken advantage of his illness to retire him. See Alan 
Sanders, “The Revenge of the ‘Weeds,’ ” Far Eastern Economic Review (FEER), September 6, 
1984. 

7. As in the case of the plenum, there was no mention of Tsedenbal being present. 
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(in the same terms the plenum had used), which also placed on record a 
tribute to Tsedenbal’s role as head of state. The Chairman (speaker) of 
the Hural, Bat-ochiryn Altangerel (member of the Politburo and First 
Secretary of the Ulan Bator City MPRP Committee), on behalf of the 
Hural, congratulated Batmönh on his election to the post of General 
Secretary of the party. Four months later, on December 12, a session of 
the Hural elected Batmonh as the new Chairman of the Presidium. 
Vice-Premier D. Sodnom, who the day before had been made a full 
member of the Politburo at a Central Committee plenum, then became 
Premier. The plenum retired Damdinjavyn Maydar from the Politburo 
and appointed the head of the Central Committee’s foreign relations 
department, Belhaajav, a secretary of the Central Committee in place of 
Gelegiyn Ad’yaa. 

Tsedenbal remained (at least for the moment) a member of the MPRP 
Central Committee and Marshal of the Mongolian People’s Republic, 
although it was assumed that he was no longer Chairman of the Defense 
Council. He appeared to retain his seat as a Hural deputy. 

Right up to the plenum, reporting of Tsedenbal’s activities had fol- 
lowed the usual pattern. On July 24 he chaired a meeting of the Presid- 
ium of the People’s Great Hural which ratified the Treaty of Friendship 
and Co-operation with Hungary that was signed on June 1 during Presi- 
dent Losonczi’s visit.2 The same day Marshal Tsedenbal (his title of 
Chairman of the Defense Council was also mentioned) received some 
Mongolian veterans of the Battle of Halhyn Gol, whose 45th anniversary 
was being celebrated. On July 25, Tsedenbal presented awards to some 
provincial artists, and presumably also attended a Politburo meeting that 
approved the talks he had had with the Vietnamese leader, Truong 
Chinh. Tsedenbal’s arrival in the USSR for a holiday at the invitation of 
the CPSU Central Committee was reported on July 26.9 

After July 26, no more details were published anywhere about Tsed- 
enbal’s activities or whereabouts. As was usual when he went on holi- 
day, however, decrees, messages, and obituaries bearing his signature 
were released (dated up to August 18), and other leaders and the press 
continued to quote past statements or instructions by him (including the 
speakers at the Halhyn Gol anniversary rally in Ulan Bator, reported on 
August 21). After the plenum, these also ceased completely.'® 


8. The photograph of Tsedenbal in the papers of July 25 was the last to be published of 
him (not counting a historical picture on August 4). 

9. Tass news agency, July 26, 1984, but not traced in the Soviet press; the Mongolian 
press did not usually report his departure on holiday trips. The plenum and Hural session 
took place exactly a month later—the normal period of notice for a Hural session. 

10. According to Richard Owen, Moscow correspondent of the London Times, Tseden- 
bal was seen walking in the Lenin Hills, near the VIP dachas (The Times, October 9, 1984). 
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The day after the plenum was reported, the party and government ` 
newspaper Ünen carried a long leading article headed “The Party's Un- 
changing Political Course.” It said that the plenum and Hural session had 
been unanimous in their high evaluation of Tsedenbal’s outstanding 
services. This “fully coincided with the will of the working people, and 
the letters and telegrams coming in from them are proof of this.” The 
communists and working people supported the election of Batménh 
“wholly and completely.” The continuity of the party’s “wise policy,” 
whose “indisputable correctness” had been tested by time, the leading 
article said, was convincingly confirmed by Batmonh’s words at the 
plenum: 


There is no doubt that all the activities of the party will continue to be directed 
to the consistent implementation of the party’s general line and implementa- 
tion of the internal and external policy drawn up by the 18th Party Congress. 
The guarantee of this is continuity of the party’s social and economic policy, 
the collective wisdom of the Party Central Committee and the Politburo, and the 
unbreakable unity of our people around their party and its Central Commit- 
tee.!! (emphasis added) i 


Batmonh’s first reported public appearance after the plenum was at a 
government house reception on August 27 to meet Ulan Bator’s dip- 
lomatic corps. On September 14 he met the editors of socialist bloc news 
agencies attending a conference in Mongolia. Meanwhile, Batmonh had 
addressed a meeting of the MPRP Politburo that discussed the 1984 
harvest and the wintering of livestock. Later Batmonh was busy with 
other domestic matters and foreign visitors, among them Army General 
Fedorchuk, the Soviet MVD Minister. 

At the Politburo meeting, Batmonh said that “the grain, potato and 
green vegetable harvest is not bad,” and that it should be “higher than the 
average of recent years.”!2 The grain harvest in 1983 amounted to a 
record 812,800 metric tons. At the beginning of the year, Batmonh had 
toured western provinces that had suffered heavy livestock losses in 
severe weather. The official statistics gave the 1983 year-end livestock 
total as 23,570,300 head; according to the Minister of Agriculture, the 
summer 1984 herds were “500,000 head over the average for the previ- 
ous Five-Year Plan period”—i.e., 24,240,000. 





Reports about Tsedenbal’s wife, Anastasya Ivanovna Tsedenbal-Filatova, last appeared in 
mid-July; she had been very active as Chairman of the Central Commission of the Chil- 
dren’s Fund. Batménh’s wife, A. Dariymaa, has been mentioned from time to time in 
reports about her husband’s activities. 
11. Unen, August 25, 1984. This quotation was given pride of place in the leading 
article on the plenum, “Unity of the Party and People,” in R: Am'dral, No. 10, 1984. 
12. Ünen, September 6, 1984. 
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At the end of September, the Mongolian press began reporting the 
practice of holding meetings and rallies to elect an “honorary presidium 
comprising the Politburo of the MPRP Central Committee headed by 
Comrade Batmonh.” A month later, all the Mongolian leaders reap- 
peared together for the first time since the August Hural session, and 
were photographed together.'* 

Batmonh’s first announced personnel change came on September 3, 
with the transfer of Sonomyn Luvsangombo from the post of Minister of 
Public Security back into the Council of Ministers as a deputy chairman. 
Luvsangombo had served in this post before, from 1972 until February 
1982, when he was elected to candidate membership of the Politburo 
and appointed Minister of Public Security with the rank of Colonel- 
General. Simultaneously, the concurrent chairmanship of the State 
Committee for Construction, Architecture and Technical Control was 
transferred to Luvsangombo from another deputy chairman of the Coun- 
cil of Ministers, Choynoryn Suren.'4 Luvsangombo was immediately 
succeeded as Minister of Public Security by Agvaanjantsangiyn Jams- 
ranjav.'5 On October 23, Dondogyn Tsevegmid, another vice-premier, 
was released from his concurrent duties as Minister of Culture (he had 
been appointed in 1980). The new Minister of Culture was Budyn 
Sum’ yaa, identified as deputy head of a department of the MPRP Central 
Committee in December 1983. 

These moves to strengthen the Council of Ministers could be seen in 
light of Batmonh’s announcement at the Hural session at the end of 1983 
that to enhance operational efficiency a Presidium of the Council of 
Ministers was to be set up under a new law on the Council of Ministers. 

Another probable post-Tsedenbal reappointment was reported in 
early October, that of Badamtaryn Baldoo as Director of the Institute of 
Social Sciences, replacing Badamyn Lhamstren. In the same month, 
Tserendorjiyn Narangerel was appointed First Secretary of the Mongo- 


13. Ünen, October 26, 1984. They posed at Ulan Bator's Buyant-uhaa airport before 
Batmonh’s departure to Moscow; Molomjamts and Namsray stood on either side of him. 

14. Luvsangombo’s return to the Council of Ministers brought the number of deputy 
chairmen back up to the usual five; there had been only four since the dismissal in April 
1983 of Tsendiyn Molom, Chairman of the People’s Control Committee. 

15. At the beginning of the year, Jamsranjav had called for greater “political vigilance” 
in an Unen article (January 4, 1984) which said that visitors from “capitalist” countries had 
been smuggling Bibles and other religious literature into Mongolia. See Alan Sanders, 
“Mongolia Warns Against Christianity,” FEER, March 8, 1984. In June, while the Union of 
Writers was holding its congress, the Militia ordered the registration of all typewriters, 
copiers, and duplicators in an apparent move to restrict “samizdat.” See Alan Sanders, 
“Lock Up Your Typewriters,’ FEER, August 2, 1984. 
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lian Revolutionary Youth League, in place of Lodongiyn Tudev “in 
connection with his transfer to other work.” !6 

An unexplained official change of appointment reported between July 
and October was the transfer of the chairman of the Mongolian side of 
the Mongolian-Soviet Intergovernmental Economic Cooperation Com- 
mission, after many years, from Damdinjavyn Maydar to Tumenbayaryn 
Ragchaa (both were members of the Politburo and first deputy chairmen 
of the Council of Ministers).17 During the Commission’s Ulan Bator 
session at the beginning of October, Ragchaa and Soviet Vice Premier 
Ziya Nuriyev, his counterpart, discussed plan coordination for the 
period 1986-90 and agreed on measures to increase the export potential 
of the Mongolian “agro-industrial complex” and mining industry. 

The Erdenet copper and molybdenum combine had been handed over 
to the Mongolians in November 1983. (Tsedenbal said at the ceremony 
that the combine accounted for 30% of Mongolia’s exports.) Annual 
ore-dressing capacity is to rise from 16 to 22 million metric tons soon. 
Soviet development of the Bor-ondor fluorspar mines has continued, 
with a railway branch completed in May 1984. Batmönh toured Bor- 
ondor in mid-October, as well as the Baganuur opencast coal mine. 

Accompanied by Molomjamts and Namsray, Batmonh arrived in Mos- 
cow on October 25 for a “working visit” and began talks with Chernenko 
in the Kremlin the following day, with Romanov in attendance.’® Bat- 
monh briefed the Soviet leaders on the “organizational, ideological, and 
educational work” being done in Mongolia since the August plenum and 
measures to attain greater economic efficiency. At a meeting with Soviet 
Premier Tikhonov, Batmonh discussed economic plan coordination for 


16. On November 9, in a report of his election to the post of Chairman of the 
Mongolian Union of Journalists, Tiidev was named editor-in-chief of Ünen, replacing 
Tsendiyn Namsray (see footnote 17). Narangerel had been First Secretary of the South 
Gobi Provincial Party Committee since May 1983. 

17. Other appointments, reported before the August plenum, included: Chuvaandor- 
jiyn Molom, Chairman of the People’s Control Committee (January); Demchigjavyn 
Molomjamts, Minister of Finance (January); Jamsrangiyn Dulmaa, Minister of Foreign 
Trade (March); Sereenengiyn Galsan, Chairman of the (reconstituted) State Committee for 
Higher and Specialized Secondary Education July); B. Ligden, Editor-in-Chief of MPRP 
Central Committee Publications (reported in April); Luvsangombyn Molomjamts, head of 
the administrative organs department of the Central Committee (June); Tserengiyn Gür- 
badam, ambassador to the USSR (March); and the Editor-in-Chief of Unen, Tsendiyn 
Namsray, ambassador to the GDR (June). 

18. Together with Tsedenbal, Batmonh had met Chernenko at Andropov’s funeral. 
There were signs that Tsedenbal welcomed Chernenko’s election to the post of CPSU 
General Secretary more warmly than Andropov's. See Alan Sanders, “Warming to 
Chernenko,” FEER, March 29, 1984. 
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the period 1986-90, and the two stressed the importance of drafting a 
long-term economic, scientific, and technical cooperation program for 
the period up to the year 2000. 

With regard to China, Chernenko emphasized at a dinner in honor of 
Batmonh that the USSR would “always keep open the door to constructive 
talks with China.” In his reply, Batmonh welcomed the current round of 
Soviet-Chinese talks on the normalization of relations, but added that at 
these talks, the “withdrawal from the MPR of the Soviet military units 
which are temporarily on MPR territory at the request of our govern- 
ment” should not be the subject of discussion but also should not be an 
obstacle to normalization.!® The communiqué on Batmonh’s visit to the 
USSR said that the Soviet Union and Mongolia stood for “normalization 
of relations (with China) on the basis of the principles of equality and 
good-neighborliness, without detriment to the interests of third coun- 
tries." Back in July, Tsedenbal had told a Japanese newspaper that 
Mongolia was in favor of the normalization of state-to-state relations with 
China. “Our nation respects the great Chinese people,” he said. “Our 
nation has no anti-Chinese feelings.” Only a few days later, however, 
Mongolia was expressing strong support for Vietnam during Truong 
Chinh’s visit, and the Chinese media described this as an “attack on 
China.” 

The same month First Deputy Foreign Minister Daramyn Yondon 
visited Beijing to sign a border agreement; he was the highest-ranking 
Mongolian visitor to China in a good many years. According to Chinese 
reports, Chinese Foreign Minister Wu Xueqian expressed China's will- 
ingness to develop economic and cultural relations with Mongolia. Two 
weeks later, the Mongolian news agency was denouncing the Chinese 
position on Vietnam and Laos and declaring that “no country bordering 
on China feels secure.” 

The Unen commentary on the PRC’s 35th anniversary said bluntly: 


In China, they have now begun to criticize certain aspects of the perniciou:; 
Maoist course and to take measures to overcome the tremendous harm don: 
by it... . However, that does not mean that a principled change is taking place 
in the Maoist policy of the Chinese leaders.” 


19. The Mongolian government reiterated its position on the Soviet troops severa’ 
times during the year, e.g., in its statement to Li Juqing on March 2 (Ünen, March 3, 19€4: 
and in Central Committee Secretary Gelegiyn Ad'yaa’s speech (Ünen, October 6, 1984) 

20. Pravda, October 28, 1984; it disclosed for the first time the name of a Batmc2: 
aide, R. Bataa. 

21. S. Buman, Ünen, September 30, 1984. 
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This commentary called on China to adopt an “equal approach” to all 
bloc countries, “restore cooperation with them on the basis of the 
principles of socialist internationalism,” and “maintain normal good- 
neighborly relations with neighboring states.” Mongolia was consistent in 
its adherence to a “line of normalization of interstate relations with the 
PRC based on the principles of peaceful coexistence.” 

Mongolian representation at the Chinese embassy reception in Ulan 
Bator in 1984 was slightly stronger than in 1983, with Hural Presidium 
Secretary Tsedendambyn Gotov also present as well as Yondon and the 
Foreign Trade Minister. 

In New York for the U.N. General Assembly’s autumn session, 
Foreign Minister Mangalyn Dugersuren had a meeting with Wu Xue- 
qian, details of which were not disclosed.”? In his speech to the General 
Assembly, Dugersuren criticized China’s “armed encroachments” on 
Vietnam's “sovereignty and territorial integrity” and the “parallel ac- 
tions” of “imperialist and hegemonist forces” on the Asian continent.” 

At the beginning of November, the results of Batmonh’s visit to 
Moscow were “fully approved” by the MPRP Politburo as “convincing 
evidence of the complete mutual understanding and profound trust that 
reflect the unity of aims and interests of the MPRP and CPSU.” The 
Moscow talks “reaffirmed the two countries’ unity of views in their 
evaluation of the current international situation.””4 

In matters of importance, nothing had changed. 


22. Unen, October 4, 1984. 
23. Novosti Mongolii, October 16, 1984. 
24. Pravda, November 8, 1984. 
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INDIA IN 1984 


Confrontation, Assassination, and 
Successton 





Robert L. Hardgrave, Jr. 





Never in the thirty-seven years since Independence 
and the trauma of partition has India faced more difficult times than in 
1984. One issue, the Punjab, dominated the political scene with growing 
terrorism, the army’s entry into the Golden Temple, and the assassina- 
tion of Prime Minister Indira Gandhi by Sikh extremists from within her 
own security guard. Along with the ongoing problem of the Punjab, 
India faced serious Hindu-Muslim rioting in Bombay; political chicanery 
in the ouster of state governments in Sikkim, Jammu and Kashmir, and 
Andhra; continuing factional conflict within the ruling Congress (I) party 
and disarray within the opposition; and, in the international context, 
deterioration in its relations with Pakistan and a deepening problem with 
Sri Lanka over Sinhalese-Tamil conflict on that troubled island. As India 
prepared for parliamentary elections, the calculations of politicians and 
analysts alike were upset by the assassination of Indira Gandhi and the 
succession of her son Rajiv as the sixth prime minister of India. The 
tumultuous year ended in an expression of hope and optimism with the 
massive electoral victory of Rajiv Gandhi. 


The Punjab 
The Akali Dal agitation in the Punjab! entered its third year in 1984. 
Government indecision and Akali intransigence had transformed India’s 
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1. India Today, India’s leading news magazine, has had excellent coverage, providing a 
readily accessible record of the course of events. The best overview of events yet available 
is Richard P. Cronin, “Crisis in the Indian Punjab: Evolution, Issues, Competing Positions 
and Prospects,” Report No. 84-152 P (Washington, D.C.: Congressional Research Service, 
Library of Congress, August 1984). Also see Kuldip Nayar and Khushwant Singh, Tragedy 
of Punjab: Operation Bluestar and After (New Delhi: Vision Books, 1984). 
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most prosperous state into a caldron of discontent. The February 8 
bandh, disrupting rail and road traffic throughout the state, was con- 
ducted peaceably, but violence in the Punjab was mounting rapidly. To 
break the impasse in negotiations, the government invited members of 
the opposition parties to participate in “tripartite” discussions with the 
Akalis on February 14, but in an atmosphere of mutual distrust as 
violence increased and Sikh-Hindu tensions deepened, discussions were 
not resumed. As so often in the past, the potential for a negotiated 
settlement had been preempted by violence—by acts of terrorism de- 
signed to undermine the moderate Akali leadership, drive a wedge 
between Sikhs and Hindus, and keep the initiative in the hands of Sikh 
extremists. In March the government banned the radical All-India Sikh 
Students Federation and slapped a sedition charge on Akali President 
Harchand Singh Longowal, driving moderates closer to the extremists 
and thus strengthening the position of Sikh fundamentalist Jarnail Singh 
Bhindranwale. From his sanctuary within the Golden Temple, the citadel 
of the Sikh religion, Bhindranwale directed the campaign of terrorism in 
the Punjab. Bhindranwale had not associated himself with the movement 
for an independent Sikh state of “Khalistan”—for which there was, in 
fact, little support in the Punjab—but he spoke of the Sikh “nation” and 
aspired to theocratic rule. 

Perhaps to establish their own religious credentials, the Akalis now 
added to their list of demands an amendment to the Constitution to 
guarantee the separate religious identity of the Sikhs. In early April 
government officials indicated a willingness to accept the Akali proposal, 
but as if to deny the Akalis any victory, Sikh essassins—believed to be 
under orders from Bhindranwale—gunned down the president of the 
Amritsar branch of the Bharatiya Janata Party (BJP), and a respected 
- Chandigarh academic, a Congress party member of the Rajya Sabha 
(upper house). The government responded by declaring the whole of the 
Punjab “deeply disturbed.” Under an amendment to the National Se- 
curity Act, the police in the Punjab were permitted to enter and search 
homes without warrant, to arrest and detain suspects for up to six months 
without giving a reason, and to imprison persons without trial for as long 
as two years. The Akali call for a blockade on grain moving out of the 
Punjab, to start on June 3, raised the prospect of a serious disruption of 
the economy and of increased violence. 

Bhindranwale had transformed the Akal Takht, his neadquarters 
within the Golden Temple, into an armory and a sanctuary for terrorists. 
He conducted his campaign with seeming impunity. In April and May 
the killings increased, bringing the total murdered in the Punjab between 
January 1 and June 3 to 298. In the five days before the army entered the 
Golden Temple, 48 people were killed. By June, military action against 
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the Golden Temple seemed inevitable, if not already too late—but 
“Operation Bluestar,” as the action was code-named, proved far more 
costly than its planners anticipated. The extremists were in greater num- 
bers and far better armed than intelligence reports suggested, and they 
met the army’s initial call for surrender with machine-gun fire. Rather 
than a surgical commando raid, the operation turned into a bloody 
three-day siege. By official count, 576 people were killed, including 83 
soldiers. Unofficial estimates put the number as high as 1,000. Among 
the dead, found together in a basement of the Akal Takht, were Bhin- 
dranwale, the leader of the Sikh Students Federation, and a sacked major 
general of the Indian Army who reportedly had trained Sikh terrorists. 
Commandos successfully brought out Longowal and other Akali leaders 
residing in the Golden Temple. Throughout the state, Akali leaders were 
placed under arrest. Coordinated with the attack on the Golden Temple 
were raids against 44 places of worship in the Punjab where terrorists 
were believed to be based. 

Four of the six generals in charge of Operation Bluestar were Sikhs, 
but their involvement did little to assuage the deep sense of humiliation 
and anger among nearly all Sikhs. The army’s entry into the Golden 
Temple was seen as a sacrilege, and rumors spread rapidly that the most 
sacred shrine, the Harmandir Sahib, had been destroyed. In fact, though 
used by the terrorists for gun emplacements, it had been spared at 
considerable loss of life to the Indian Army. The Akal Takht, however, 
had suffered serious damage. Rumors triggered mutinies among Sikh 
troops—nearly all “raw recruits’”—in eight separate rebellions. In Bihar, 
some 1,000 Sikh soldiers went on the rampage, killing their Hindu 
commander, then charging off in commandeered vehicles for New Delhi 
with the cry, “Death to Mrs. Gandhi.” All told, more than 2,500 Sikh 
deserters were detained; another 55 were killed in shoot-outs with loyal 
army units. The mutineers number a small fraction of the estimated 
120,000 Sikhs in the armed forces, but the indiscipline—the most seri- 
ous since independence-—-introduced an element of distrust within the 
military that may have far-reaching consequences.” 

Opposition party leaders generally stood behind the government’s 
action in entering the Golden Temple as being “inevitable,” but they 
registered sharp criticism of Prime Minister Indira Gandhi’s handling of 
the events leading up to Operation Bluestar—a seeming policy of drift, a 
weakening of the Akali moderates, and a cultivation of Hindu support by 
playing on communal animosities. Sikhs were almost unanimous in con- 
demning the action, and two Congress (I) members of Parliament re- 


2. Figures reported in Time, June 25, 1984, pp. 30-31. 
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signed from the party in protest. The Punjab was effectively under 
military rule, and the resentment and alienation of Sikhs was deepened 
by the continued army occupation of the Golden Temple. Cn September 
29, the government returned control of the temple to the five head 
priests. As an act of reconciliation within the Sikh community, they 
consecrated the reconstructed Akal Takht. (The shrine had been rebuilt, 
amidst great controversy, by members of the Nihang sect in defiance of 
the priests order not to do so.) But there was no mood of reconciliation 
between Sikhs and the government. Khalisten, once dismissed as a 
fanciful aspiration of a handful of overseas Sikhs, was now winning 
adherents in the Punjab. Bhindranwale, who in death is revered by more 
than followed him in life, had bequeathed a spirit of bitterness and rage. 
The Akali leaders were in jail, discredited in public eyes either because 
they had acquiesced in the desecration of the Golden Temple as Bhin- 
dranwale turned it into a base for terrorism or because they had “surren- 
dered” in the siege. The government faced a political vacuum in the 
Punjab, with no credible representative of the Sikhs with whom it might 
negotiate. 


Politics as Usual 
Against the backdrop of confrontation in the Punjab, Hindu-Muslim 
tensions broke out in scattered rioting, the most serious in Bombay and 
its environs. Sparked by an inflammatory speech by Shiv Sena leader Bal 
Thackeray in which he allegedly insulted the Prophet, it was the worst 
communal riot in Bombay since partition. More than 230 people were 
killed, and the violence was quelled only by army intervention. 

Party politics was dominated by the prospect of impending par- 
liamentary elections—to be held no later than January 20, 1985. In 
March, the poll for the Rajya Sabha provided the first test. Despite the 
series of opposition conclaves the previous year, the various opposition 
leaders were unable to reconcile their differences. Congress increased its 
seats in the Rajya Sabha from 132 to 153, but it was still 11 seats short of 
the magic two-thirds majority required for passage of constitutional 
amendments. The next test came in a series of 24 assembly by-elections 
in 14 states. Congress won only nine and fared very poorly in the North 
Indian Hindi-belt where it secured only two of seven seats, losing one in 
the critical state of Uttar Pradesh to a candidate of Maneka Gandhi's 
Rashtriya Sanjay Manch. 

The by-election results spurred Rajiv Gandhi's efforts to put the 
Congress house in order, but it also added incentive for the opposition 
parties to forge the common front essential to their electoral success in 
displacing Congress rule at the Center. But the cpposition in India never 
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loses an opportunity to snatch defeat from the jaws of victory. The 
squabbling continued, and within the Janata Party, factional strife led 
to a steady stream of defections. If the opposition parties seemed con- 
genitally unable to get together, the Congress, in a series of heavy- 
handed moves against opposition-controlled state governments, pro- 
vided a catalyst for unity. 

After an unsuccessful try to bring down the Janata government in 
Karnataka, the Center’s “operation topple” was directed against the 
Congress (I) government in Sikkim. In May, the governor dismissed 
Chief Minister Nar Bahadur Bhandari even though he retained majority 
support in the assembly. Bhandari was allegedly ousted because of cor- 
ruption, but he claimed that it was because he worked for the rights of 
the Nepalese who make up 72% of the state’s population. Sikkim was 
placed under President’s Rule. 

Of greater consequence was the “family coup” in Jammu and Kashmir. 
For a year Mrs. Gandhi had been spoiling to oust the National Confer- 
ence government of Dr. Farooq Abdullah, but had been either dissuaded 
or prevented from doing so by the governor, B. K. Nehru. In May 
Nehru was transferred to Gujarat and a more compliant governor, Jag- 
mohan, was put in his place in Kashmir. Two months later, in July, Chief 
Minister Abdullah was dismissed and a pro-Congress government 
headed by his brother-in-law and arch rival, Ghulam Mohammed Shah, 
was installed. The ouster was engineered, along with the promise of 
ministerial reward, through the defection of 12 legislators who an- 
nounced their intention of joining Shah’s splinter National Conference. 
With the backing of the Congress (I), this was enough to give Shah his 
assembly majority. Denouncing the dismissal, Andhra Chief Minister 
T. N. Rama Rao called a meeting of 19 opposition parties in New Delhi. 
It was an impressive conclave, with four non-Congress chief ministers 
and the leaders of the Lok Dal, the BJP, the Janata, the Congress (S), the 
two Communist parties, and the regional Telugu Desam, DMK, and 
National Conference in attendance. (Notable by his absence was M. G. 
Ramachandran, AIADMK chief minister of Tamil Nadu and an ally of 
Mrs. Gandhi.) Speaking with one voice, the opposition leaders con- 
demned the “undemocratic removal” of the Abdullah ministry and its 
replacement by the “defector government” of G. M. Shah. 

On August 16 the governor of Andhra Pradesh dismissed the Telugu 
Desam ministry of Chief Minister Rama Rao—back only one day from 
the United States where he had undergone triple bypass heart surgery— 
and installed state Finance Minister N. Bhaskara Rao as the new chief 
minister. The governor, however, had made no attempt to verify Bhas- 


136 ASIAN SURVEY, VOL. XXV, NO. 2, FEBRUARY 1985 


kara Rao’s claimed support against that for TNR, who promptly flew with 
161 members of the legislative assembly to New Delhi. There the 
deposed chief minister presented his legislative majority in person to 
the President of India. The governor's action, decried as a “murder of 
democracy,” created a storm of protest. The national press, even those 
papers normally progovernment, were virtually unanimous in their con- 
demnation. The Times of India declared that “no other issue since the 
Emergency has stirred the Indian people as the wholly illegal and un- 
justifiable dismissal of the TNR ministry has done.” At 2 mass rally, 
reminiscent of those addressed by Jayaprakash Narayan in 1977, the 
leaders of the opposition parties pledged “to save the nation from dynas- 
tic dictatorship.” August 15 was designated “Save Democracy Day.” 
Protests and strikes were staged throughout the nation and in Hyderabad 
demonstrations and rioting left 27 dead. On August 24 Governor Ram 
Lal submitted his resignation “to uphold the dignity of this high office.” 
Throughout, the governor claimed to have made the dismissal solely on 
his own authority. Few, however, believed that Mrs. Gandhi was not 
involved, for had she not been, her control over the party and govern- 
ment would surely have been in doubt. 

In September after a series of parliamentary maneuvers in the Andhra 
assembly had delayed a vote of confidence on Bhaskara Rao, the new 
governor removed the usurper and reinstated T. N. Rama Rao as chief 
minister. The Andhra assembly readily confirmed his majority with a 
vote of confidence. The aborted “coup” had been perhaps the most 
costly political act taken by the prime minister since her return to power 
in 1980. Rama Rao’s reinstatement cut the losses, but its consequence in 
uniting the fractious opposition seriously worried the Congress party 
leadership as it looked to the forthcoming elections. 

Since becoming general secretary of the All-Indian Congress Com- 
mittee in February 1983, Rajiv Gandhi had taken increasing command 
over party affairs. (Indeed, many believed that he had been the key man 
in the decision to oust TNR.) Factional conflict within the various state 
Congress units remained an ongoing problem. Gearing up for the polls, 
Rajiv sought to impose greater discipline and clean the party image. In 
Uttar Pradesh, a lackluster and inefficient chief minister was sacked and 
replaced by the respected T. D. Tiwari. And in a move against some of 
the “ruffians” that Sanjay had brought up in the party, the Congress high 
command expelled F. M. Khan, a close associate of former Karnataka 
Chief Minister Gundu Rao. 

The one opposition party allied with the Congress (I), the ruling 
AJADMK in Tamil Nadu, was shaken by a battle over the political role 
of film star Jayalalitha, but more serious to the future of the party was the 
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illness of Chief Minister M. G. Ramachandran. In October MGR, al- 
ready weakened by kidney disease, suffered a stroke. On word that the 
chief minister and former film idol was incapacitated, more than twenty 
of his devotees immolated themselves in expressions of grief. In 
November MGR was transferred to New York for a kidney transplant, 
leaving only the spirit of his charisma in Tamil Nadu to sustain the party 
at the polls.® 

From the crest of opposition solidarity in mid-August until the assassi- 
nation of the prime minister at the end of October, opposition leaders 
continued to explore arrangements, alliances, and mergers in the effort 
to achieve unity. Their efforts were frustrated time and again by the clash 
of egos—none larger than that of Charan Singh, the 83-year-old leader of 
the Lok Dal. In October three opposition parties—the Lok Dal, H. N. 
Bahuguna’s Democratic Socialist Party, and the Rashtriya Congress— 
together with several disaffected Janata leaders formed a new party, the 
Dalit Mazdoor Kizan Party, with Charan Singh as leader. With the 
formation of the DMKP, the Bharatiya Janata Party announced the 
termination of its National Democratic Alliance with the Lok Dal. 


The Economy 

In sharp contrast to the bad news from the political scene, the Indian 
economy in 1984 continued to make solid gains. Food grain production 
reached an all-time high of 150 million metric tons and petroleum pro- 
duction increased to 25 million tons, nearly three times the 1980 pro- 
duction of 9 million tons. Although imports were about $5 billion higher 
than exports, “invisible earnings’—largely remittances and investments 
from overseas Indians—and about $1 billion in economic aid provided a 
favorable balance of payments. In October 1984 foreign exchange re- 
serves reached a record $5.3 billion. In avoiding the “debt trap,” India, 
with a relatively low external debt and a manageable debt service ratio, 
stands in sharp contrast to many nations of the Third World. 

The rate of inflation was brought down to less than 7%, and industrial 
growth showed improvement. Much of India’s success must be marked 
up to its prudent fiscal policy, but the liberalized economy has played a 
significant role in the rise of the growth rate to over 4% and in a more 


3. Before MGR became chief minister, I examined his phenomenal political role in a 
series of articles: “The Celluloid God: M.G.R. and the Tamil Film,” South Asian Review, IV 
(July 1971), pp. 307—314; “Politics and the Film in Tamil Nadu: The Stars and the DMK,” 
Asian Survey, 13:3 (March 1973), pp. 288-305; and “When Stars Displace the Gods: The 
Folk Culture of Cinema in Tamil Nadu,” in Essays in the Political Sociology of South India 
(New Delhi: Usha, 1979), pp. 92~124. 
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vigorous private sector. This bright picture, however, was briefly dark- 
ened by the gas leak at Union Carbide in Bhopal in December. Leaving 
more than 2,000 dead, thousands seriously injured, and many questions 
unanswered, it was the worst industrial accident in history and the fallout 
in litigation may go on for years. 


International Relations 

Prime Minister Indira Gandhi had always dominated foreign policy, but 
in July, in the twelfth cabinet reshuffle since 1980, she took the portfolio 
into her own hands. Narasimha Rao was shifted from External Affairs to 
the Home Ministry. A month later Mrs. Gandhi brought long-time 
adviser G. Parthasarathy into the Foreign Ministry as head of policy 
planning, a position he retained under Prime Minister Rajiv Gandhi. 

India’s relations with the superpowers involved no significant 
change in 1984. The Soviet Union reinforced its “special relationship” 
with India through a six-day visit by Defense Minister Marshal Ustinov 
in February. The Soviets agreed to supply India with weapons of greater 
sophistication—comparable to those received by the Warsaw Pact coun- 
tries. Along with assurances of Soviet support fcr India, Ustinov prom- 
ised that should war in the Persian Gulf jeopardize India’s oil supply, the 
Soviets would meet India’s requirements. In May U.S. Vice President 
George Bush visited both India and Pakistan. His five hours of discus- ` 
sions with Mrs. Gandhi produced nothing concrete, but the visit under- 
scored the importance the United States attaches to India as, in Bush’s 
words, the “pivotal power” of South Asia. Much of their conversation no 
doubt focused on the supply of advanced American weapons to Pakistan. 

Pakistan remains India’s principal foreign policy concern, end in 1984 
relations between the two nations deteriorated into alarmist rhetoric— 
Rajiv had predicted war with Pakistan by December—and mutual ac- 
cusations. From the beginning of difficulties in the Punjab, Indian offi- 
cials, Mrs. Gandhi most notably, talked darkly of a “foreign hand” in the 
Sikh agitation—almost always implying Pakistani involvement. After 
Operation Bluestar and the discovery of a large number of weapons of 
apparent Pakistani origin, the accusations became more pointed. Charges 
were even made that Sikh terrorists had been trained in Pakistan. When 
Islamabad announced that the hijackers of an Indian Airlines plane from 
Srinagar would not be returned to India but would be tried in Pakistan, 
India protested by postponing scheduled talks on the no-war pact and 
India’s counterproposal for a treaty of friendship. 

Relations with Bangladesh fared none too well during the year either, 
as construction started on the fence along the 3,400 kilometer eastern 
border. But India’s major problem within the region was Sri Lanka, 
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where government intransigence and Tamil guerrilla activity have 
heightened ethnic tension on the island. The guerrilla attacks seem 
designed to provoke Sri Lanka army overreaction—a strategy aimed at 
rallying the Tamils in self-defense to the side of the insurgents and their 
cause of an independent Tamil Eelam and, at the same time, increasing 
pressure for Indian military intervention. New Delhi has resisted that 
pressure, but in doing so has drawn criticism in Tamil Nadu for aban- 
doning the Sri Lanka Tamils to “genocide.” The guerrillas are believed to 
operate across the narrow Palk Strait from bases within Tamil Nadu, but 
while not sanctioned by the government of India, the political situation 
in the southern state has prevented any effective moves to control the 
activity. Tamil terrorists are believed to be responsible for the bomb 
explosion at Madras airport in August. 

In recognition of India’s preeminence and of the desperate need to 
improve relations within the region, the leaders of each of the South 
Asian states attended Mrs. Gandhi’s funeral. Pakistan declared a period 
of national mourning. 


Assassination and Succession 

On the morning of October 31, 1984, as she walked from her home to an 
adjacent office, Prime Minister Indira Gandhi was assassinated by two 
Sikh members of her security guard. Struck down by twenty-one bullets, 
Mrs. Gandhi, her body cradled by her daughter-in-law, Sonia, was rushed 
by car to the All-India Institute of Medicine. Although she was probably 
dead on arrival, every effort was made to resuscitate the prime minister. 
Some five hours later, at 2:30 P.M., it was announced that Mrs. Gandhi 
was dead. 

At the time of the shooting, Rajiv Gandhi and Finance Minister Pranab 
Mukherjee were in West Bengal; Home Minister Narasimha Rao was in 
Hyderabad; and President Zail Singh was in North Yemen on a state 
visit. Immediately informed, they all returned to New Delhi. In the 
earlier successions, on the death of Nehru in 1964 and Shastri in 1966, 
following parliamentary custom, the president called upon the ranking 
member of the cabinet to take control of government as acting prime 
minister. (Each time it had been Gulzari Lal Nanda.) The Congress 
Parliamentary Party then took up the task of electing a new leader and 
the next prime minister. Had that procedure been followed on the death 
of Indira Gandhi, President Zail Singh would have called upon Finance 
Minister Mukherjee, the ranking member, to assume the prime minister- 
ship until the party could convene and elect a new leader. Instead, the 
Congress Parliamentary Board (the executive committee of the party 
caucus) preempted the process by nominating Mrs. Gandhi’s son, Rajiv. 
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Vasant Sathe, minister for Fertilizers, reportedly took the lead in arguing 
for Rajiv’s election. Mukherjee and Rao (the only members of the 
four-member Parliamentary Board present when the decision was taken) 
concurred. Vice President R. Venkataraman, elected to the office in 
October, added his weight in favor of Rajiv. The decision was conveyed 
to the president, and at 6:30 P.M. Rajiv Gandhi was sworn in as prime 
minister.* The choice of Rajiv, confirmed three days later by a unani- 
mous Congress Parliamentary Party, was a foregone conclusion. Haste, 
though criticized by elements of the press and opposition, was consid- 
ered necessary to provide reassurance to the shaken nation. Rajiv's 
strength and calm demeanor in his statements that day were impressive, 
and in the wake of the assassination the nation and the party, of which he 
became president, rallied to him. In a time of national crisis, he was the 
symbol of stability and continuity. Moreover, it was widely believed that 
only Rajiv, as bearer of the Gandhi name and the Nehru legacy, could 
lead the Congress to victory in the forthcoming elections. 

As word of the assassination spread, mobs surged through the streets 
of New Delhi in search of Sikhs upon whom they might vent their rage. 
In three days of arson, looting, and murder, the capital witnessed its 
greatest violence since partition. Sikhs were actacked, their hair and 
beards cut, and in some instances they were butchered or immolated 
before the eyes of their families. In the hysteria, the police simply stood 
by as rioters destroyed homes, shops, trucks, and taxis. Rajiv Gandhi, 
with the opposition party leaders, issued a joint appeal “to restore sanity 
and harmony... . To subject Sikhs as a whole tc violence and indignity 
for what a few misguided persons have done, however heinous the crime, 
is most irrational and unbecoming of our heritege and tolerance. This 
madness must stop.” It did stop, but only with the belated entry of the 
army into Delhi and eight other cities. While Indira Gandhi lzy in state at 
Teen Murti, where her father Jawaharlal Nehru had lived as prime 
minister, violence claimed, by official figures released in January 1985, 
more than 2700 lives, most of them in the capital area. The Punjab, 
where the Sikhs number 52% of the population, was mercifully quiet. 
The violence was not as spontaneous as first appeared, but orchestrated. 
The mobs were made up largely of “lumpen elements”’—mainly un- 
touchables and Muslims from slums on the outskirts of Delhi—and some 
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were reported to have been led by Congress (I) functionaries. What was 
spontaneous was the protection given by Hindus to their Sikh friends 
and neighbors. But this was not enough to save the Sikhs from deep 
trauma that can only widen the communal divide in India. And though 
the overwhelming majority of Sikhs remain committed to the national 
integrity of India, the fact that Mrs. Gandhi had been slain by Sikh 
members of her own security force raised suspicion in the eyes of many 
Hindus as to the loyalty of all Sikhs. The most pressing task Rajiv faces is 
the reconciliation of Hindu and Sikh and the assurance to Sikhs that they 
are protected and secure in a united India. 

At the cremation ground, Shantivan, on the banks of the Jumna River 
on November 3, thousands, including many world leaders, mourned the 
passing of the woman who had governed India for fifteen years. A dozen 
Sikhs were among the military honor guard. At the end of the 12-day 
mourning period, Rajiv scattered his mother’s ashes, as she had desired, 
over the source of the Ganges high in the Himalayas. Adhering to the 
schedule believed to have been set before his mother’s death, Rajiv 
announced that parliamentary elections would be held on December 24. 


Parliamentary Elections 
The polling was conducted over three days, and on the evening of 
December 28, as the first returns began to come in, the magnitude of the 
Congress (I) victory was clearly evident. For the 508 Lok Sabha seats 
contested,® Congress won 401 (79%) and secured a popular vote of just 
under 50%-—the largest number of seats and votes ever for the Congress 
party, surpassing both Nehru and Indira Gandhi at the height of their 
success. The opposition parties were decimated, although in popular 
vote they fared somewhat better than their seats would indicate. The 
regional Telugu Desam party of Andhra Pradesh won 28 seats, followed 
by the Communist Party (Marxist) with 22; the AIADMK (the Congress 
party ally in Tamil Nadu), 12; Janata, 10; the Communist Party of India, 
6; the Congress (S), 4; the DMKP, 3; and the Bharatiya Janata Party 
(BJP), 2. Independents and others chalked up 20 seats. The biggest rout 
was experienced by the BJP, in part because much of its cadre base in the 
Hindu nationalist Rashtriya Swayamsevak Sangh (RSS) supported Con- 
gress candidates. Virtually all the opposition party leaders were defeated, 
including BJP president Atal Behari Vajpayee and Janata leader Chandra 
Shekhar. An embittered Charan Singh was returned from his Jat strong- 


5. The total strength of the Lok Sabha is 544. Polling was not conducted in Assam and 
Punjab, accounting for 27 seats, and in several constituencies (including Bhopal), polling 
was postponed. 
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hold in Uttar Pradesh, and Jagjivan Ram barely survived in the reserved 
Scheduled Caste constitutency he had long represented. In Karnataka, in 
the wake of the Congress sweep, Janata party Chief Minister Hegde 
submitted his resignation and asked that the state assembly be dissolved. 
At the prime minister's request, Hegde agreed to stay on as head of a 
caretaker government pending fresh elections. Reflecting on the opposi- 
tion debacle, Chandra Shekhar said that he knew the election had been 
lost the day Indira Gandhi was assassinated. 

The campaign, lasting less than six weeks, was the shortest of India’s 
eight parliamentary elections, but the Congress party marshalled a well- 
coordinated and richly financed campaign. The Congress is estimated to 
have spent some one billion rupees (about $90 million), 200 million 
rupees on posters alone. Total opposition expenditures were probably 
no more than a tenth of that figure. The Congress and opposition parties 
made extensive use of audio and video cassettes, and for the first time 
television played a significant campaign role—specially during those 
days immediately following the assassination in projecting a positive 
image of Rajiv Gandhi as a man of dignity and strength. 

For all the money spent, the campaign was low-key and generated little 
excitement—perhaps because Mrs. Gandhi, who had so polarized the 
nation, was no longer on the scene. The Congress campaign began with a 
strong emphasis on Indira Gandhi, no doubt a strategy to tap the “sym- 
pathy vote.” Sympathy was surely a factor contributing to the Congress 
victory, but it was by no means decisive. Halfway through the campaign, 
the image of Mrs. Gandhi began to recede, and Rajiv, with increasing 
self-confidence and enthusiasm, emerged as a leader in his own right, the 
stalwart of a new generation. He traveled nearly 50,000 kilometers by 
plane, helicopter, and car; addressed more than 250 public meetings; and 
was seen by at least 20 million people. His messege—delivered in virtu- 
ally the same speech everywhere—was that the nation’s unity and integ- 
rity were threatened and that only Congress could provide strength at 
the Center vital to the survival of India. The Punjab was central to his 
appeal, and he castigated the opposition parties for their failure to 
condemn the Akali’s Anandpur Sahib Resolution, which demanded sub- | 
stantial autonomy for the Punjab. 

Rajiv’s appeal on the unity issue found resonance within the elector- 
ate, and the vote was a response of genuine concern, deepened by Mrs. 
Gandhi's assassination but also an expression of India’s unity and a 
contribution to it. There was, especially in the North, a heavy shift in 
caste Hindu support toward Congress, but this was more a reflection of a 
new Hindu assertiveness than of a “Hindu backlash” as described by 
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some Indian observers. Preliminary polling data suggest remarkable 
similarity across constitutencies in the swing toward Congress, overrid- 
ing caste and communal considerations. The Sikhs, so deeply alienated, 
were the notable exception, either staying home or casting their votes for 
the opposition. Heavily Muslim constituencies voted for Congress in 
roughly the same proportion as predominantly Hindu ones—the excep- 
tion being Jammu and Kashmir. Indeed, save for three states—Andhra 
Pradesh, Jammu and Kashmir, and Sikkim, where earlier the Center had 
deposed popular ministries—the “Rajiv wave” swept across all India. 

Several other factors should also be taken into account in assessing the 
Congress victory. The strength of the economy contributed significantly 
to Congress support, but more than just the voter’s perception of relative 
well-being, it embodied an expectation of improvement. The voters 
responded to Rajiv Gandhi's emphasis on the need for efficiency and 
clean government. It was, in a very real sense, a vote for both continuity 
and change, summed up in the phrase “Give Rajiv a Chance.” It was a 
vote for Rajiv Gandhi, not simply against an opposition that had so 
discredited itself that in the minds of most Indians it deserved to lose. If 
it had been a vote against the opposition, people might have stayed 
home, but the elections, in fact, recorded a turnout of 63.6%—the 
highest ever. 

The elections have been widely interpreted as a mandate for 
change-——but what kind of change? The formation of the ministry gives 
some clue, demonstrating the concern for efficiency. A number of new 
faces have been added, and the allocation of portfolios has tended to 
bring people with administrative experience to new jobs rather than to 
match them with the areas of their expertise. The three key appoint- 
ments are S. B. Chavan (Home), Narasimha Rao (Defence), and V. P. 
Singh (Finance), all men of proven competence and integrity. Congress 
General Secretary Arun Nehru was inducted into the ministry, perhaps 
to reduce his influence over the party organization. The ministry also 
includes two seasoned diplomats, K. Natwar Singh and K. R. Narayanan, 
former ambassador to Washington, but the prime minister has retained 
the Foreign Ministry portfolio. Notable by their absence from the 
ministry are former Finance Minister Pranab Mukherjee and his West 
Bengal rival, A. B. Ghani Khan Chowdhury. 

Prime Minister Gandhi’s mandate gives him great potential for inde- 
pendence from elements within the party by which, with a narrower 
majority, he might have been held captive. But that mandate also carries 
with it great expectations. Among the prime minister’s first acts was the 
appointment of a high-level Cabinet committee to review the options for 
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a political solution to the Punjab problem. But Rajiv Gandhi also faces 
the task of rebuilding the Congress party and reviewing Center-state 
relations. 

The assassination of Indira Gandhi and the events that followed have 
shaken India, but the manner by which the transfer of authority to Rajiv 
Gandhi took place and the conduct of elections less than two months 
later stand as dramatic testament to the stability and strength of Indian 
democracy. 
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Having survived the violent protest movement 
against his martial law regime in late 1983, Pakistan’s President Zia 
ul-Haq spent much of 1984 consolidating his political gains. A series of 
political maneuvers culminated in a national referendum on December 
19, which Zia interpreted as a mandate to remain in control for another 
five years and to proceed with the Islamic and constitutional reforms he 
has initiated since seizing power in 1977. The Islamization process 
continued in 1984, but met with some resistance, particularly from 
women’s groups. The economy continued to prosper, despite notable 
setbacks in agriculture and foreign remittances. Although international 
pressures increased on both the Afghan and Indian borders, Pakistan 
persisted in its policy of seeking negotiated improvement of relations 
with both neighbors. Pakistan’s relations with the United States re- 
mained strong after weathering some challenges during the year. 

On the surface, at least, General Zia ul-Haq appeared by the end of 
1984 to be more firmly in control of Pakistan’s destiny than a year 
earlier, or indeed than at any previous time during his rule. Whether that 
impression of control was real or deceptive, and how long it will last, 
depends largely on Zia’s ability to outmaneuver and overwhelm domestic 
opponents, to maintain economic growth, and to respond effectively to 
foreign policy challenges on two borders, to say nothing of carrying out 
the electoral and social programs he has projected. Despite recurrent 
predictions of his political demise, Zia ul-Haq continues to demonstrate 
successes on all of these fronts, but nòt without some resistance and 
potential problems. 


The Referendum and Related Political 
Developments 
Uncertainty continued throughout much of the year over General Zia’s 
ability to carry out his promise to hold national elections by March 1985. 
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He frequently reiterated his resolve to hold the elections but remained 
vague on details. Gradually, as he determined that he could safely ignore 
Opposition from traditional party leaders, his intentions became 
somewhat clearer: national elections to the Majlis-i-Shura by March, 
followed sometime later by provincial polls and selection of provincial 
representatives to a national senate. All elections are expected to be 
nonpartisan and candidates are likely to require clearance in advance by 
the military or by some body designated by the military. 

The major dilemma was what to do with the presidency, which Zia 
assumed in 1978 in addition to his positions as Army chief of staff and 
chief martial law administrator. He had already indicated his intention to 
increase the powers of the president in the now-suspended (and heavily 
modified) 1973 constitution. During 1984, Zia’s willingness to continue 
in control became increasingly obvious. In April he repeated his earlier 
declarations that he had no political ambitions and that he would not 
contest the forthcoming elections. On August 4, he said that he would be 
willing to continue as president if requested to do so. Defence Minister 
Mir Ali Ahmad Talpur publicly urged Zia to continue in the presidency 
and a signature campaign was begun among the approximately 300 
appointed members of the Majlis-i-Shura. The possibility of a referen- 
dum was mooted occasionally by Zia and other government spokesmen, 
but nothing was clarified until December 1, when Zia announced that the 
referendum would be held in less than three weeks. In a lengthy televi- 
sion address, Zia reviewed some of the policies followed during his seven 
and a half years in power and indicated that the people would be asked to 
vote on a single question: “whether they supported the process initiated 
by the Government for the Islamization of all laws in accordance with the 
Holy Quran and Sunnah and whether they supported the Islamic ideol- 
ogy of Pakistan.” “An affirmative vote,” he said, “would ensure a peace- 
ful transfer of power to the people’s representatives in accordance with 
his August 12 [1983] plan, would strengthen ideological foundations of 
the country and would contribute towards national solidarity.” Further, 
he noted, a yes vote would also serve as a vote of confidence by electing 
him president of Pakistan for the next five years.} 

Despite General Zia’s claim that “the referendum would be conducted 
on the accepted principles of fair and free elections,” the exercise was a 
rather one-sided affair. By incorporating multiple consequences in a 
single question, the government presented voters with a choice of voting 


1. The speech is paraphrased in Pakistan Times Overseas Weekly, Decernber 9, 1984, 
pp. 1, 3. 
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for Zia or against Islam.? Opposition politicians labeled the referendum a 
fraud and called for a boycott. Zia responded by making open advocacy 
of a boycott a criminal offense punishable by three years in prison. With 
opponents of the referendum sufficiently silenced, Zia toured the coun- 
try campaigning for the referendum. A typical banner in Bahawalpur 
admonished the voters: “Islami Jamhooriat ke qayam ke lie vot dena aap 
ki qaumi zimmahdari hai!” (“Giving a vote for Islamic Democracy is your 
national obligation!”)? Radio Pakistan ran a series of “Referendum Spe- 
cials,” including talk shows praising the military regime and music pro- 
grams “beamed at the rural masses.”4 Just to make certain that voters 
got the message, the Election Commission reportedly printed the yes 
column of the ballot in green (symbolic of both Pakistan and Islam) and 
the rest in white.” 

On December 20, Zia announced that more than 60% of Pakistan’s 
eligible voters had cast ballots, and that 97.7% of the valid votes had 
been positive. Independent observers, however, noted widespread vot- 
ing irregularities and questioned whether the turnout had exceeded 
30%. Opposition leaders claimed that no more than 5% had voted, but 
they appeared unable to generate much credibility or public indignation 
in support of their position. | 

In explaining the purpose of the referendum, General Zia emphasized 
the need to dispel uncertainty concerning the “focus of authority” during 
the transition to civilian rule.” The referendum provided him a means to 
strengthen his hand vis-a-vis opponents and supporters alike. 

On the political front, Zia faced continuing opposition from the 
Movement for the Restoration of Democracy (MRD), the coalition of 


2. Some voters who resolved the dilemma by marking the yer column of their ballots 
“Islam yes” and the zo column “Zia no” had their ballots declared invalid. Indian Express, 
December 21, 1984, p. 1. 

3. Pakistan Times Overseas Weekly, December 16, 1984, p. 11. 

4. The government-controlled Pakistan Times made no pretense at evenhandedness in 
reporting the subject: “Radio has geared up its entire machinery towards giving maximum 
coverage to the December 19 referendum in all its multifarious aspects. The effort is 
basically aimed at information and persuasion. The voters are not only being told of what 
the whole thing is about, but also about the importance of the need to exercise their right of 
franchise to express their opinion on a crucial national issue—the Islamization of society, 
the objective for which Pakistan was created.” Ibid., p. 12. 

5. Ibid., December 9, 1984, p. 11. 

6. Washington Post, December 20, 1984, p. A-31. 

7. “God Knows I Am Honest” (Interview with Zia), Far Eastern Economic Review, 
(hereafter FEER), December 20, 1984, p. 43. 
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political parties that initiated the 1983 protest movement. Foremost 
among the eleven parties constituting the MRD is the Pakistan People’s 
Party (PPP) of Zulfikar Ali Bhutto, whom Zia deposed in 1977 and 
executed in 1979. Both of the previous attempts to hold national-elec- 
tions, in accordance with the military’s original justification of its 1977 
coup, proved abortive when it became obvious that public support for 
the PPP remained strong. 

During 1984 the military regime attempted to weaken the PPP and the 
MRD with a variety of maneuvers. Early on the morning cf January 10 
the government rushed PPP leader Benazir Bhutto out of the country, 
ostensibly for medical reasons. Bhutto, daughter of the late prime 
minister, had been under house arrest for months and, like her father and 
mother before her, remained a symbol of governmental repression as 
long as she remained in Pakistan. After attending to her medical prob- 
lems in London, she visited the United States in March to lobby U.S. 
congressional and state department officials. Other PPP leaders, Mumtaz 
Ali Bhutto (cousin of the late prime minister) and Ghulam Mustafa Jatoi, 
were also released from confinement, along with many of the MRD 
activists arrested during the 1983 protest movement in Sind. 

On the other hand, restrictions on political activity and on political 
reporting became much more stringent. Newspapers were forbidden to 
report on activities of the outlawed political parties, and making a finan- 
-cial contribution to a party was declared a punishable offense. In January 
and February student political organizations were banned from univer- 
sity campuses, a move that resulted in widespread student protests. The 
move also hurt relations with the Jamaat-i-Islami, whose student wing, 
the Islami Jamiat-i-Talaba (JT), has been strong on campuses in recent 
years. The leadership of the Jamaat in the past has supported the gov- 
ernment but more recently has been increasingly critical of what they 
perceive as military exploitation of Islam to retain power. Jamaat Amir 
Mian Tufail announced in April the party’s willingness to cooperate with 
other parties to end military rule, but stopped short of joining the MRD. 

Zia's long-term strategy for eliminating political parties has also fea- 
tured the building of a constituency of politicians who are willing to trade 
whatever party loyalties they might previously have had for the prestige 
and patronage of local or national positions. Local government officials 
elected in nonpartisan elections and members of the Majlis-i-Shura 
appointed by Zia include former members of virtually all the major 
parties, including the PPP. 

A second flank that Zia took steps to guard during 1984. was his 
relations with the military. In January a conspiracy among junior officers 
was discovered, the full details of which are still unclear. There was 
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apparently a plan to assassinate Zia to hasten a return to civilian rule, but 
the government played down the incident, claiming that it was only a 
matter of weapons-smuggling across the Indian border. In March Zia 
shuffled the military leadership, replacing several senior generals with 
younger officers, some of whose personal ties to Zia might strengthen 
their loyalty to him if and when he relinquishes his military command and 
becomes a civilian president. Four-star Generals Muhammad Iqbal Khan 
and Sawar Khan were retired from their respective positions as chairman 
of the Joint Chiefs of Staff and vice chief of the Army Staff. They were 
replaced by the Baluchistan governor, Lt. Gen. Rahimuddin Khan, 
whose daughter is married to one of Zia’s sons, and by Lt. Gen. Khalid 
Mahmood Arif, described by one observer as “a politically unambitious 
soldier, respected for undertaking major political assignments without 
seeking recognition.”® Arif’s position is particularly sensitive, since he is 
now in line to succeed Zia as Army chief of staff. 

A third fank on which Zia appears to have expected the referendum to 
strengthen his hand was that involving foreign critics, particularly those 
in the United States and elsewhere concerned with human rights and the 
lack of political liberties in Pakistan. As a U.S. Senate staff report issued 
in April noted, “According to the U.S. embassy and most Pakistani 
observers, the human rights situation in Pakistan has deteriorated steadily 
since 1977. Many feel the deterioration has been particularly marked 
since the inauguration of the U.S. assistance package in 1981.”® Address- 
ing foreign correspondents in a press conference in Lahore just before 
the referendum, Zia declared somewhat defensively, “I consider myself 
as legitimate as anyone else as the spokesman of Pakistan.” He argued 
that “every country had its own compulsions and should be judged 
accordingly,” and asserted his “right to run the affairs of the country as 
long as he enjoyed the support of the masses.”'° 


Islamization, Women, and Religious 
Minorities 
The process of Islamization—movement toward a still somewhat 
undefined Islamic economy, polity, and society—-continued in 1984. The 
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government created a new set of Qazi courts, directed that all ministries 
and provincial governments move as quickly as possible tc use of Urdu 
rather than English, and announced that complete interest-free banking 
would be implemented in 1985. In his Independence Dzy address on 
August 14, General Zia also announced the commencement of a 
Nizam-i-Salaat movement to encourage attention to prayer. A cadre of 
10,000 men would be appointed to serve as prayer leaders throughout 
the country. 

In response to pressures from various khatm-t-nabuwwat (“finality of 
Prophethood”) societies, General Zia announced at the end of April new 
restrictions on the heterodox Ahmedia sect. Following anti-Ahmedia 
riots in 1953 and 1974, the sect was constitutionally defined as non- 
Muslim in 1974. The most recent restrictions forbade its adherents to 
call themselves Muslims, to preach their beliefs to Muslims, or to follow 
certain Islamic practices, such as the call to prayer.” 

The most controversial development concerned a new Law of Evi- 
dence that was promulgated on October 27. The law defined the tes- 
timony of two women as equal to that of one man in matters pertaining to 
financial or future obligations, and dropped similar provisions applying 
to criminal cases which had been included in an earlier draft. The Majlis 
also approved the draft of a second law, on qisas (blood money) and diyat 
(compensation for victims of crime), which initially set blocd money for 
the family of a murdered man at 30.63 kg. of silver and that of a woman 
at half that amount, but a later draft reportedly modifies the references to 
women.” 

Although proponents asserted that both laws were based on Islamic 
scripture, the Women’s Action Forum and other women’s groups pro- 
tested what they saw as one further step in their loss of freedom and 
status in contemporary Pakistan. Figures indicate that the cumulative 
effect of antifeminist Islamic policies of the present regime has already 
reduced the proportion of women in the labor force from over nine 
percent to less than three percent.!® The minister for women’s affairs in 
Zia’s cabinet resigned in protest over the inequality issue. 

The increased emphasis on religious issues has heightened tensions 
between the majority Sunni and minority Shia communities. Fearful that 
Islamization might mean simply the imposition of Sunni interpretations 
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of Quranic law, tradition, and history, Shia groups in 1984 sought with- 
out much success to implement their own fgh (religious code of law). In 
October riots erupted berween Sunnis and Shias in Karachi, resulting in 
five dead and more than 200 wounded." Even among the Sunni major- 
ity, sectarian clashes occurred in Lahore between members of the op- 
posing Barelvi and Deobandi schools of religious teaching.'® 

Of course, religious conflict is not new to Pakistan, as witnessed by the 
earlier anti-Ahmedia agitations and the 1982 Sunni-Shia clashes in 
Karachi. However, Islamization and the absence of political parties as 
institutional channels of public protest—-two prominent features of the 
present martial law regime—appear to exacerbate the situation. Follow- 
ing the October riots, one observer ominously warned: 


When ambitious individuals can’t join the political process to gather followers, 
they will seek to raise a flock by appealing to extra-political loyalties. Shia- 
Sunni fighting is only the first phase. If the government goes ahead with 
non-party elections, you will see tribal, communal and clan clashes on top of 
sectarianism.?® 


Economic Performance 

Pakistan’s economy continued to prosper in 1984 despite notable set- 
backs in agriculture and foreign remittances. Growth in GNP was ap- 
proximately 5% and the Annual Development Plan for 1984-85 pro- 
jected a 6.5% growth rate.!’ During fiscal 1984 exports increased by 
16.7% in dollar terms and inflation was largely held in check.!8 Over the 
last five years the economy has grown at a rate of about 6.2% per annum, 
providing a net per capita growth rate of 3%. During the same period 
exports increased by 165% and levels of foreign investment nearly 
tripled. 

The main weakness in the past year was agriculture, which had its 
worst year since the military seized power in 1977. Infestation and bad 
weather led to a fall in wheat production of 1.5 million tons and in cotton 
of 2 million bales. 

A second major concern was the fall in foreign remittances, by about 
4%, for the first time in a decade. During the past decade remittances 
have constituted 53% of Pakistan’s foreign exchange earnings and one- 
tenth of the country’s national income. The Middle East labor market has 
also absorbed approximately 10% of the increase in Pakistan’s labor 
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force.’® Although the boom in the Gulf region is by no means over, the 
current slowdown potentially threatens Pakistan with both the loss of 
foreign exchange and the challenge of expanding its employment base by 
as much as 7-9% in the current five-year plan.2° As Planning Minister 
Mahbubul Haq noted, “Employment is likely to emerge as a major 
problem over the next four years.””! 

Pakistan's own oil production increased with the drilling of new wells. 
Sixteen new wells were projected for 1984, in addition to the 40 already 
operating in the country. Oil production has doubled since 1978, reach- 
ing 20,000 barrels a day in 1984.” 

Aid to Pakistan from the consortium of donor nations increased by 
27% to $1.82 billion. Although the assistance carries average interest 
rates of less than 3%, some concerns were expressed over Pakistan’s 
rising foreign debt. 


Foreign Affairs 
Pakistani foreign policy remained stable during the year, but the interna- 
tional environment became somewhat more threatening. In response to 
the prolonged Soviet occupation of Afghanistan, Pakistan continued to 
strengthen its defensive capabilities and to generate diplomatic pressure 
for Soviet withdrawal, but at the same time sought to avoid provoking 
the Soviet Union to expand the Afghan war into Pakistan. 

Soviet and Afghan intrusions into Pakistani airspace increased 
significantly during the year, with frequent bombing of villages near the 
border. A series of bombings in and around Parachinar Bazar in August 
and September left more than 100 dead. Pakistan issued several dip- 
lomatic protests and placed antiaircraft installations along the border. 
Kabul also attempted to seal the border with Pakistan, to stem the flow of 
men and weapons to the mujahidin. Pakistan denied Soviet and Afghan 
charges of support to rebel groups. Although sealing the border has 
military value, both the bombings and the charges against Pakistan ap- 
pear designed to bring pressure upon it to reach accommodation with the 
USSR and recognize the present regime in Kabul. 

General Zia visited Moscow in February to attend the funeral of Yuri 
Andropov. Although he had been able to meet with Andropov earlier at 
the time of Brezhnev’s funeral, no such opportunity to meet with Cher- 
nenko was offered on this occasion. 


19. Mohammad Aftab, “The Pipeline Runs Dry,” FEER, September 15, 1984, p. 59. 

20. These figures were suggested in an ILO report to the Government of Pakistan, 
entitled Impact of Return Migration on Domestic Employment in Pakistan: A Preliminary 
Analysis, reviewed in ibid., pp. 59—60. 

21. Ibid., p. 60. 

22. Pakistan Affairs, September 16, 1984, p. 2. 
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Pakistan and India continued to discuss the merits of a no-war pact or 
friendship treaty and to take tentative steps to improve their mutual 
relations. However, events in both countries, particularly in India, 
created difficulties for the normalization process. India accused Pakistan 
of complicity in the Sikh separatist movement in Indian Punjab and in a 
Sikh hijacking of an Indian airliner to Lahore. The tensest moments came 
in June when Indian troops invaded the Golden Temple in Amritsar, and 
at the end of October when Prime Minister Indira Gandhi was assassi- 
nated. On both occasions, Zia acted immediately to assure India that 
Pakistan would not take advantage of the situation. Zia attended Mrs. 
Gandht’s funeral and met with her son and successor, Rajiv Gandhi. 
Despite some earlier bellicose statements by Mr. Gandhi, Pakistanis 
expressed cautious optimism that relations might continue to improve 
under India’s new leadership. 

Kashmir again made headlines, both in Pakistan’s reactions to Mrs. 
Gandhi's removal of the Farooq Abdullah ministry in Indian Jammu and 
Kashmir, and in response to clashes between Indian and Pakistani troops 
along the line of control. One such outbreak in early August left five 
Pakistani soldiers dead. Both countries increased troop concentrations in 
common border areas, particularly in Kashmir. 

India continued to raise the specter of a Pakistani “Islamic bomb,” 
charging early in 1984 that China had assisted Pakistan to test such a 
device. U.S. Senator Alan Cranston picked up the theme in mid-year and 
urged the United States to terminate its multi-year military assistance 
program to Pakistan. Despite public statements by a leading Pakistani 
scientist that Pakistan had the capacity to produce nuclear weapons, 
General Zia continued to deny that the country’s nuclear program had 
any military intent. In response to rumors that India was considering a 
preemptive strike against Pakistani facilities, Pakistan served notice that 
such an attack would be regarded as aggression and would be met with 
retaliation.” The United States halted its nuclear cooperation agreement 
with China pending further clarification of Chinese involvement with 
Pakistan’s nuclear program, but chose not to cut off Pakistani aid. U.S. 
Ambassador to Pakistan Deane Hinton even assured Pakistani audiences 
that the United States would come to Pakistan’s aid in the event of 
outside attack. U.S. Vice President George Bush visited Pakistan and 
India in May and provided assurances of continued American support. 
The drug trade continued to be a major issue in U.S.-Pakistan relations. 
With an estimated more than 70% of illicit heroin in the United States 





23. See New York Times, September 15, 1984, p. I-2. 
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coming from Pakistan, American support for narcotics eradication pro- 
grams has increased. 


Summary 

General Zia ul-Haq continues to confound those who have periodically 
predicted his political demise. With the successful completion of his snap 
referendum in December, he strengthened his personal position within 
the military regime and the position of the regime within the country. 
There is always the possibility, of course, that repressed discontent will 
erupt into renewed social protest, perhaps in conjunction with the forth- 
coming elections. Barring that eventuality, General Zia appears rela- 
tively confident that he has at least five years to pursue a political agenda 
that includes Islamization, civilianization (i.e., involvement of larger 
numbers of “safe” civilians in the government through nonpartisan elec- 
tion or appointment) and depoliticization. 

Although domestic political uncertainty has been reduced, as General 
Zia claimed after the referendum, the economic and internetional arenas 
have become more problematical. The economy, bolstered by external 
assistance, appears strong, but faces some serious employment adjust- 
ments in the next few years. The escalation of Soviet operations in 
Afghanistan, questions surrounding the new Indian leadership, and 
doubts and criticism from the United States suggest that uncertainty will 
continue to be a prominent feature of Pakistani public life. 





BANGLADESH IN 1984 
A Year of Protracted Turmoil 


Peter J. Bertocci 








By the standards of trial and tribulation set elsewhere 
in South Asia and the world at large during 1984, events in Bangladesh 
could perhaps claim only passing attention. The seemingly endless mini- 
saga of efforts to return the country to electoral rule, in many ways a 
replay of its history over the past decade, paled beside the drama of 
India’s Punjab and the Gandhi assassination. And compared to the heart- 
rending images of famine in Ethiopia flashed electronically around the 
globe, who knew or even cared that Bangladesh was experiencing its 
worst floods in ten years? In these respects it seemed to be much the 
same old story in Bangladesh, by now long bereft of its capacity to draw 
the eyes of the world. 

At the onset of 1984 the martial law regime of Lt. General Hussain 
Muhammed Ershad, who had proclaimed himself president of 
Bangladesh in December, was within three months of completing its 
second year. His government could claim reasonable progress toward 
meeting many of the objectives it had set for itself soon after its incep- 
tion. Not the least of these were concrete steps taken toward administra- 
tive and judicial decentralization, in which the time-honored “second 
tier” of local government, the thana, was upgraded to the status of 
upazilla, or subdistrict, endowed with enhanced administrative functions 
and becoming the primary locus of the civil and judicial court system. 
Between November 1983 and February 1984, 460 thanas were desig- 
nated as zpazillas and the court system at that level had begun to operate. 
Consistent with the projected reorganization plan, sixty-four new ad- 
ministrative districts had been created out of the old subdivisional unit of 
administration. A second key goal of the Ershad regime had been the 
disinvestment of government-owned industries, and by March 1984 it 
was asserted that thirty-three jute mills, twenty-five textile mills, and 
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thirty-one other industrial units had been returned to the private sector, 
with more of the same in progress. The economy had registered solid 
gains, and the regime had moved to return the country to parliamentary 
rule. This, however, had plunged the nation into yet another lengthy tug 
of war between the military leaders and Bangladesh’s civilian politicians.! 


The Seesaw of Domestic Politics 

Any discussion of Bangladesh politics must proceed with an awareness of 
at least two facts of its political life. The first is that its people display a 
remarkable penchant for political activism in all the geographic and 
institutional arenas of public life and have become used, moreover, to 
the notion of liberal democracy as the legitimate mode of political 
expression, despite a history that has denied them the latter more often 
than not. They are, however, also given to a love of faction and fleeting 
coalition, with the result that stable traditions and institutions of popular 
representative rule have eluded them, bequeathing thus a splintered 
polity in which a plethora of “political parties” compete for the trappings 
and spoils of power. Hence the second key fact of Bangladesh’s political 
life: a soldiery which since 1975 has been increasingly politicized and, 
after a cleansing suppression of its own factional divisions throughout the 
late 1970s, now sees itself, in the face of the civilian politicians’ “fissipa- 
rous tendencies,” as foremost among the nation’s saving remnants. It is 
determined, albeit under conditions of democratic constitutional rule, to 
play an overt role in the nation’s destiny.” 

President Ershad’s plans and timetable for resumption of popular rule 
have seemed to follow the path blazed by his predecessor, Ziaur Rah- 
man.° First, elections would be held for memberships of local and sub- 


1. In preparing this essay, I have relied heavily on the Bangladesh Observer, sup- 
plemented by the Far Eastern Economic Review. Other sources will be cited below. For 
general background on the Ershad regime, see Md. Ataur Rahman, “Bangladesh in 1982: 
Beginnings of the Second Decade,” Astan Survey, 23:2 (February 1983), pp. 149-157, and 
“Bangladesh in 1983: A Turning Point for the Military,” Astan Survey, 24:2 (February 
1984), pp. 240-249. 

2. The military’s desire for a governmental role, as well as the regime’s commitment to a 
return to democracy, has been reiterated in numerous interviews and speeches by Ershad 
and other top officers and reported in the press. See, e.g., Manash Ghosh, “Bangladesh 
Today: Another Phase of Protracted Turmoil?,” The Statesman (Calcutta, Weekly Airmail 
Edition), January 21, 1984. Also, Ershad interview in the Christian Science Monitor, March 
1, 1984. 

3. For background, see Zillur R. Khan, Leadership in the Least Deueloped Nation: 
Bangladesh, Foreign and Comparative Studies/South Asian Series, No. 8 (Syracuse: Max- 
well School of Citizenship and Public Affairs, Syracuse University, 1983), Chaps. 7 and 8. 
Also, Syed Serajul Islam, “The State in Bangladesh under Zia (1975-1981), Asian Survey, 
24:5 (May 1984), pp. 556~573, and Peter J. Bertocci, “Bangladesh in the Early 1980s: 
Praetorian Politics in an Intermediate Regime,” Astan Survey, 22:10 (October 1982), pp. 
988-1008. 


BANGLADESH 157 


district—i.e., the union parishad and upazilla—levels.* Such elections 
were seen, no doubt, as a means of consolidating government support at 
the rice roots. Second, with this ballast of support at the local and higher 
administrative levels, the regime would permit presidential, then par- 
liamentary elections, thereby giving vent in a carefully orchestrated 
manner to the pent-up demands of the civilian politicians for resumption 
of their heated activities. Third, a progovernment party would be estab- 
lished with a view to ensconcing its members, via the electoral process, at 
key points in democratic decision making throughout the new system, 
not least in the National Assembly (Jatiya Sangsad). 

The program was made generally known in 1983—later Ershad would 
claim rightly that no martial law government in Bangladesh’s history had 
initiated steps to abolish itself so soon after taking power—-and by the 
end of that year it had started on course. Union parishad elections were 
held from mid-December into early January, amid many reports of 
dissension and violence in the heat of competition for rural council seats 
(and these would be followed by polls at their urban counterpart institu- 
tions, the pourshavas [municipal councils] in February). In December a 
government party, known as Janadal (People’s Party), was formed, its 
membership consisting at first of military and civilian bureaucrats in the 
martial law administration. 

Ranged against this whole procedure were the most prominent civilian 
politicians and their parties, plus whatever support they had been able to 
gather around them from the plethora of mini-parties that dot 
Bangladesh’s political landscape. The major opposition groupings to 
emerge were two: (1) a 15-party alliance headed by the Awami League 
(AL) and its leader, Hasina Wajed, daughter of Mujibur Rahman, 
Bangladesh’s first and ill-fated head of state, and composed further of a 
number of smaller moderately to far left wing parties, notably the former 
AL offshoot, BAKSAL (Bangladesh Krishak Sramik [Peasants and 
Workers] Awami League), led by Abdur Razzak, and the remnants of the 
JSD (Jatiya Samajtantric Dal, National Socialist Party) of mid-1970s 
fame; and (2) a 7-party alliance, at its summit the Bangladesh Nationalist 
Party (BNP), created by Ziaur Rahman as his official party in the late 
1970s and led by his widow, Begum Khaleda Zia, around which were 
grouped a set of small centrist parties. Of lesser significance, there also 
emerged in early 1984 a 12-party alliance known as the Jatiya Oikya 


4. The union parishad (council) is the lowest “tier” of local government in Bangladesh, 
consisting of representatives from a contiguous amalgam of villages. These in turn are 
grouped at the next “tier,” that of the thana, often likened to an American county and now 
upgraded into a subdistrict or xpazilla. 
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Front (National Unity Front), led by Khondakar Mushtaque Ahmed, the 
former AL leader who had immediately succeeded Mujibur Rahman in 
1975, and an 11-party alliance, the Jatiya Jote (National Coalition), 
headed by the redoubtable Ataur Rahman Kkan, surely the perennial 
doyen of Bangladesh politics, if one there be. 

These opposition coalitions put forth a number of objections to the 
government program. First, martial law should be lifted before any 
elections are conducted. The conduct of the electoral process while the 
generals held the reins of power, the opposition believed, could only 
give the edge at the polls to supporters of the present regime and thus 
usher in a post—martial law government in which Ershad and the forces 
behind him would hold the upper hand. Had this not occurred, after all, 
in the days of Ziaur Rahman? Second, restoration of fundamental rights 
embodied in the suspended constitution should precede elections, for 
without freedom of the press, assembly, and other liberties associated 
with true liberal democracy, regime opponents would be handicapped - 
and subject to thwarting moves by the government at any stage of the 
process. Third, parliamentary elections should precede al! others. For 
surely, the opposition argued, a national legislative body, chosen by the 
people, should be in place before any major changes in government and 
administration are contemplated, much less implemented, or any head of 
government selected. Fourth, the opposition called for the release of 
political prisoners, and fifth, for the trial of those responsible for the 
deaths of students in a violent demonstration at Dhaka University in 
February 1983. These “5-Point” demands of the opposition coalitions 
were laid out in late 1983 and formed the basis for what would be 
increasingly concerted campaigns against the government throughout 
1984. 

To these demands Ershad and his supporters would make serious 
counterpoint. Martial law could not be lifted before elections, for surely 
this would cut the nation adrift and rudderless upon a sea of chaos—after 
all, had not these very “urban politicians” churned up in the past the very 
waves of corruption, dissension, and violence that martial lew had been 
imposed to soothe and calm? And was there not historical precedent? 
Had not Ziaur Rahman returned the country to democracy under the 
aegis of martial law, willingly dispensing with the latter once the process 
had been completed? What was wrong, moreover, with holding local 
elections before the parliamentary ones? Was this not a true devolution 
of “power to the people?” No, Ershad asserted, elections in the order 
proclaimed must first take place, under the provisions of the suspended 
constitution to be sure, and then, he promised time and again, martial law 
would go. Behind these rationales, of course, the opposition and perhaps 
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observing bystanders as well, might discern the government's political 
aim. A return to electoral rule must be engineered in such a manner as to 
ensure the politicians would not be allowed to render Bangladesh over 
once again to the cacophony and chaos that had plagued its past. 

These rhetorical stances, and the political agerida each transparently 
concealed, set the stage for checkmate and stalemate throughout 1984. 
The process began amidst yet another opposition-led general strike 
(hartal) in the first week of January with Ershad’s call for “dialogue” with 
all (!) the nation’s political parties. This was no mean undertaking, 
considering their number, and of dubious value in that few of the 
fifty-odd groupings parading as parties were significant in real or poten- 
tial impact on the political process; at first, too, the major opposition 
parties rejected the entire enterprise out of hand. At the “dialogue’s” 
outset, surely intending an act of good faith, Ershad rescinded the ban on 
what Bangladeshis call “indoor politics,” thereby officially permitting 
groups to meet in camera, as it were, for purposes of platform planning, 
policy formulation, strategy mapping, and the like, but still disallowing 
public meetings and campaigning in the streets—t.e., “outdoor politics.” 
Conducted Jong and laboriously over the next month or so, the 
“dialogue” effort, despite the eventual participation of the major parties, 
seemed to have built little in the way of support for the government's 
view of things. It failed, for that matter, to wean any significant segments 
from the opposition’s actual or potential ranks. Rather, what seemed 
clearly to emerge was a general resistance on the part of all consulted to 
holding the zpazilla elections in March as projected, as well as a preva- 
lent insistence that the eventual presidential and parliamentary elections 
occur on the same date. 

Regarding the forthcoming elections to the chairmanships of the newly 
created upazilla parishads (subdistrict councils), the opposition argued 
that the changes in local government and administration that the regime 
had wrought by fiat were ipso facto illegitimate. Surely, they asserted, so 
potentially significant an alteration in the nation’s time-honored tradi- 
tions of local level decision making should have more properly emerged 
from free debate, discussion, and vote of the Jatiya Sangsad. The opposi- 
tion had good reason to anticipate that the gpazilla elections would bring 
to power at this new key level of local government at least a plurality of 
government supporters. In late February, for example, a canvas of twelve 
districts showed that of the 1,337 candidates for 262 xpazella 
chairmanships—over half of the total 460, with an average of around five 
candidates for each—fully a quarter had declared themselves members of 
Janadal, the progovernment party. Another 12% had announced them- 
selves in favor of Janadal’s “18-Point” program. By contrast, only 10% 
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and 6%, respectively, had registered on behalf of Hasina’s AL and Begum 
Zias BNP. Thus it seemed entirely likely that if the elections were held, 
upazilla chairmanships, in which reside supervisory powers over gov- 
ernment officers in the development departments at that level of ad- 
ministration, would be won in goodly numbers by progovernment 
people. Hence few of these positions of potential significance in 
influencing the flow of public resources in the rural areas, with all that 
implies for patronage, would be in opposition party hands, with most of 
those not controlled by Janadal resting with “independents” who would, 
no doubt, be amenable to government blandishments.® 

Animated by this and their adamant stances regarding the unaccepta- 
bility of electoral procedures under martial law, the opposition stretched 
the limits of the lifted ban on “indoor politics” as their clamor began 
increasingly to flow from smoke-filled rooms into the streets, aiming at 
another general strike for March 1. By then though, Ershad seemed 
ready to make concessions. On that date he announced that both par- 
liamentary and presidential elections would be held simultaneously and 
their date pushed up to May 27, 1984, a full year in advance of that 
earlier promulgated. On March 26, the nation’s independence day, he 
further declared, open (“outdoor”) politics would be allowed. But the 
upazilla polls, Ershad had insisted, would proceed on schedule, slated for 
March 24. 

Meanwhile, in mid-March, under pressure to open up his cabinet to 
civilian politicians, thereby making it less a coterie of military and civil 
bureaucrats, four new ministers and one new minister of state were 
invited to join it. All were from Janadal, including prominent defectors 
from the opposition BNP, M. A. Matin and Shamsul Huda Chowdhury, 
who had held cabinet positions under Zia. Later that month the cabinet 
was further expanded to include seven more Janadal members. And in a 
surprising move, the venerable Ataur Rahman Khan was made prime 
minister and given the portfolios of political and parliamentary affairs, 
thereby, one might reasonably conclude, heading off any support that his 
ll-party group, the Jatiya Jote, might eventually lend to the major ` 
opposition alliances. 

These maneuvers coincided with a decision in mid-March to postpone 
the zpazilla elections. Seemingly a concession to the opposition, this 
move might also have had the more subtle intent of weakening opposi- 
tion support in the countryside, given the popularity of the zpazilla idea 


5. These estimates are taken from the Bangladesh Observer, February 28, 1984. I am 
indebted to Harry W. Blair for a lucid explication of the new administrative system at the 
Annual Conference on Bengal, Toronto, June 1984. 
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among rural elites. For now Ershad could claim that, in their obstinacy 
over the apazilla elections issue, the opposition had thwarted the elec- 
toral process and hence obstructed the handover of “power to the 
people.”® By this time too, an old ideological difference between the AL 
and BNP had surfaced once again and threatened to undermine their 
capacity for unity. This was the issue of whether Bangladesh should have 
a parliamentary or a presidential form of government. The AL again 
voiced its support for a full blown parliamentary system along 
Westminster lines, while the BNP held to its historic support for a 
presidential system of the sort that its founder, Ziaur Rahman, had 
attempted to put in place. Both parties, nonetheless, had taken decisions 
to boycott the forthcoming parliamentary elections. 

Toward the end of April, in an effort to reach a compromise, Ershad 
announced that he would accept “in principle” the notion of holding 
parliamentary elections before the presidential polls. He agreed further 
to a lifting of martial law administration (MLA) and a restoration of the 
constitution’s preamble and certain of its “fundamental rights.” In follow 
up he then offered a formula under which parliament, once elected, 
would be given a specific time frame in which to determine a structure of 
government consistent with the suspended constitution. Ershad’s posi- 
tion as the Chief Martial Law Administrator (CMLA) would remain in 
force during said interim period to stave off a power vacuum, but MLA at 
the zonal and district levels as well as military courts and tribunals would 
be abolished. 

This offer, however, was met by fresh opposition demands. Ershad, 
they insisted, must agree not to run for office while holding the post of 
CMLA, and, as a further guarantee of regime neutrality during the 
proposed interim period, the Janadal politicians inducted into his cabinet 
of late would have to leave it. Further wrangling over details of the 
compromise formula went on into May, resulting in postponement of the 
parliamentary election date to an unspecified time. This stalemate con- 
tinued into June and July, the opposition alliances reverting once again to 
their “5-Point Demands.” Meanwhile Ershad continued to reshuffle his 
cabinet to meet demands for greater representation therein by the pro- 
government Janadal Party. By June the cabinet burgeoned with twenty- 
four ministers in all, fourteen of them from Janadal. This, of course, 
would only lead the opposition to allege that Ershad was stacking the 
deck and prompt it to resolidify its resolve. 

The early July announcement that parliamentary polls would now be 


6. William Claiborne, “Bangladesh Opposition Parties Trapped into Rejecting Elec- 
tions,” Washington Post, March 23, 1984. 
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held on December 8 did little to help matters. A decision that month by 
Korban Ali, a leading AL member and confidant of Hasina herself, along 
with two top BNP figures, to join Janadal and accept cabinet positions 
was regarded as a coup for Ershad. But it also fortified the opposition in 
its belief that the president was merely attempting to strengthen the 
progovernment party, stacking the cabinet with its members who would 
then oversee any interim preelectoral period. This clearly vitiated, from 
the opposition’s perspective, all claim of government neutrality vis-a-vis 
the electoral process. August witnessed a perpetuation of the impasse, 
and September brought no let up, rather the contrary, in the form of 
general strike efforts by the opposition and its decision at month’s end to 
boycott the polls in December. The death of a prominent Awami 
Leaguer in one of the general strike actions could hardly be said to 
have eased tensions. On the eve of an opposition-announced national 
rally, Ershad offered more concessions. In addition to a restoration of 
“fundamental rights” and a phased lifting of the MLA, the Janadal cabinet 
ministers would resign their offices. If these conditions were accepted 
and the rally for the next day postponed, the parliamentary vote would 
be deferred to March 1985. The opposition, buoyed by the success of 
their rallies and strikes, refused, insisting as ever on their “5-Point” 
demands. They agreed, moreover, to permit the Jamat-i-Islam1, a long 
standing party of the Muslim fundamentalist right wing which they had 
until then rejected as an ally, to join them in their struggle. On October 
27 Ershad’s position hardened; elections for the Jatiya Sangsad were once 
again indefinitely postponed, and November brought no fresh impetus 
toward breaking the year-long deadlock. If the year had witnessed any- 
thing atypical of Bangladesh’s recent political history, this was the ability 
of the major opposition parties to withstand further erosion of their 
unity and sustain the coalitions they had gathered together in late 1983. 
Meanwhile the military seemed for all the world like an uncertain 
trumpet—caught between its genuine desire to return the country to 
orderly democratic rule and its concern for preventing the disorders of 
the past. 


The Hill Tracts Rebellion: Continued 
Struggle 
The year failed to bring final resolution to the rebellion waged against the 
government since the mid-1970s by non-Bengali ethnic minorities in the 
Chittagong Hill Tracts (CHT), Bangladesh’s southeasternmost district.” 


7. For basic background, see Syed Nazrul Islam, “The Chittagong Hill Tracts in 
Bangladesh: Integrational Crisis between Center and Periphery,” Assan Survey, 21:12 
(December 1981), pp. 1211-1222. 
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The armed struggle of the Shanti Bahini (SB, Peace Army [sc]), said to 
be some 6,000 strong and consisting primarily of the region’s demo- 
graphically dominant Chakmas, has had as its goal the autonomy of the 
hilly forest region. The seeds of the CHT revolt, falling on the soil of 
interethnic hostility built up over the past century, were sown in the 
early 1960s when the then Pakistan government created Lake Kaptai as 
part of a vast hydroelectrification project. The result was the dispersal of 
large numbers of non-Bengali hill peoples from their traditional lands. 
Unsatisfactory rehabilitation efforts and a continuous, government- 
sponsored influx of Bengali farmers from the overpopulated plains 
fueled resentment, among the Chakmas especially, resulting in a heating 
up of armed rebellion in the early 1980s. 

In 1983, with perhaps a quarter of the nation’s defense forces tied up 
in the CHT, Ershad offered an amnesty to the SB rebels, extending it to 
February 26, 1984. While some of the rebels accepted, the main body of 
them did not, continuing their attacks against police and other installa- 
tions. In January three members of a Shell Petroleum seismic survey 
team working in the CHT were kidnapped by an SB faction loyal to 
Manabendra Larma, one of the founders of the rebel movement, and 
released a month later in return for a considerable ransom paid by Shell. 
(The company decided to wind up its operations in the CHT in June, 
Claiming inadequate security provisions as the reason for terminating its 
oil exploration agreement with the Bangladesh government, no doubt an 
embarrassment to Dhaka as well as a setback in its efforts to expand the 
domestic energy supply.) By the end of the amnesty period in February 
no more than 400 rebels had come over to the government, and it was 
extended until April 26, apparently to little avail. Rebel attacks con- 
tinued, now focusing on Bengali settler communities, including a major 
onslaught in June in which over 200 families were affected and some 
eighty settlers, mostly women and children, were killed. The govern- 
ment continued in its efforts to pacify the region, setting aside a special 
apportionment of its Annual Development Plan for the CHT and an- 
nouncing an electrification project for the region in September. By year's 
end, however, news reports were of continuing rebel activity, indicating 
further that the rebels’ militancy had turned inward, with virulent inter- 
necine clashes between what had become three SB factions. Whether 
these splits will encourage Dhaka to persevere in subduing the CHT 
insurgents is unclear; by the end of 1984 the latter had by no means 
spent their force. 


The Economy: A Year of Setback 
Bangladesh had ended FY1982-—83 with a reasonably good year in 
economic terms, registering a 3.7% growth rate. Agriculture, accounting 
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as ever for the lion’s share of GDP, had produced a record 15 million 
plus tons in food grains. Imports had declined 11% from the previous 
year, and the balance of trade had registered a surplus. The Bangladesh 
Bank reported this with a note of caution for the tmmediate future, for 
the nation’s balance of payments improvement was not likely to be 
sustained in view of the immense pressure that debt servicing alone 
would place upon it (the liability had grown by 60% since 1973—74 and 
for FY1983-84 stood at $150 million; as of February 1984, Bangladesh 
had received a total of $15.4 billion in foreign aid since independence). 
Exports, despite recovery in the industrialized countries, offered little 
prospect for significant expansion. It was hoped that agriculture would 
continue its good performance, which had contributed mightily to the 
estimated overall economic growth rate of 4.5% for 1983-84. 

That hope, of course, was subject to the eternal caveat: “weather 
permitting!” Alas, 1984 was not a year in which the fates were kind. 
At first they seemed niggardly, offering up a brief drought at the on- 
set of the monsoon period. May brought an abrupt about-face, as the 
drenching downpours began. The onslaughts of May and June affected 
some 15% of Bangladesh’s arable land, causing significant losses in both 
the rice and jute crops. July and August afforded no letup, the season’s 
predatory inundations wreaking their havoc in fifty-nine (of the newly 
created) districts, devastating the lives and livelihoods of over 30 million 
people, one third of the entire population. Stock-taking estimates in 
November of the disastrous floods placed the loss at that point at more 
than 700 lives, 600,000 homes, and 700,000 cattle, not to speak of 1.5 
million tons in food grains and 900,000 bales of jute. Food import 
requirements, previously estimated at 1.75 million tons, escalated to 
2.65 million, with needs under the food distribution program rising 
proportionally. Donor agencies and countries, responding tc the inevita- 
ble special appeals, raised their commitments by a quarter of a million 
tons over the 1.4 million they had earlier agreed to provide to meet the 
country’s ordinary food shortage. The government expected to purchase 
a million tons of food grains on the open market, which would obviously 
detract from the year’s foreign exchange earnings, a situation further 
aggravated by the loss in jute output in a year when world demand for 
raw jute and its products was higher than usual. Anticipated domestic 
food grain production of an optimistic 16.7 million tons was revised 
downward to 15.7 million. 

These setbacks aside, the country’s annual budget for FY1984—85 
exuded a note of brave, if cautious, optimism, anticipating revenues of 
Tk. 34.65 billion ($1.39 billion), up 14% from the previous year, and 
expenditures of Tk. 28.03 billion, up 12%, leaving a surplus of Tk. 6.62 
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billion. Proposed new taxes on commerical use of natural gas and addi- 
tional levies, fees, and rates on foreign and domestic travel and postal 
services, registrations, and motor vehicles would help finance this pro- 
jected happy outcome. Within that framework, the annual development 
program was kept at the previous year’s level, Tk. 38.96 billion, 80% 
financed by foreign aid and the rest from domestic sources to which the 
projected surplus alone would contribute 85%. But whether this finan- 
cial scenario would hold in the aftermath of the floods was highly doubt- 
ful. 

A major socioeconomic policy innovation in 1984 came with promul- 
gation in September of a land reform ordinance, under consideration 
since a special government committee’s recommendations on the subject 
had surfaced in June 1983. For an agrarian society in which close to 50% 
of farm households are landless or nearly so, with many holdings con- 
centrated in the hands of absentee landlords, surely no issue is fraught 
with greater significance. The government bit this potentially explosive 
bullet by proclaiming a ceiling on land ownership of 60 dighas, about 20 
acres, seemingly not a great demarche considering that average farm size 
in Bangladesh approximates 2—3 acres, but nonetheless a significant cut 
below maximums stipulated by previous regimes. Perhaps just as impor- 
tant were restrictions prohibiting transfer of lands held by individuals to 
their own family members, a plague on past reform measures in 
Bangladesh as elsewhere in South Asia, and limits on the kinds of 
compensation to be paid for confiscated excess holdings. The reform also 
extends certain protections in law to sharecroppers, permitting them 
security on tenanted holdings for a five-year period. It guarantees them 
first option to purchase the land they farm if it is sold. The produce of 
sharecropped. land is to be divided by a third each to owner and tenant, 
the remainder to be shared in proportion to the contribution of each to 
production costs, labor excluded (in contrast to the traditional fifty-fifty 
division). Enforcement of the reform’s provisions, however, seems weak, 
amounting to a fine of Tk. 2,000 for violations, which surely a deter- 
mined landlord of means may be willing to risk. And although 
confiscated excess holdings will be distributed among the landless, 
economists estimate that the impact will be negligible; given the 20-acre 
ceiling on ownership, only 450,000 acres of the some 22 million now 
under cultivation are likely to become available upon confiscation of 
excess holding amounts. These calculations and the limited enforcement 
mechanisms underscored the reform effort’s tentative nature. But it is 


one which few might expect a Bangladesh government to undertake at 
all. 
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Foreign Affairs: Maintaining Judicious 

Balance 
Seasoned Western observers of Bangladesh’s international activities 
agree that the country maintains judiciously balanced and largely favor- 
able diplomatic relationships with the nations on which it depends for aid 
and the regional states with which it is geopolitically intertwined. Such a 
stance befits a country that has “problems without power,’® and 1984 was 
no exception in this respect. 

Most difficult to maintain, perhaps, are its relations with India, compli- 
cated since 1971 and before by the primordial issues of water, population 
migrations, and related border issues. The prickliest thorn in the side of 
Indo-Bangladesh relations is that of the Ganges waters and whether they 
can be physically and politically managed in a manner that meets the 
needs of both countries which share them in common. No resolution to 
the outstanding difficulties between the two on this score came about in 
1984. President Ershad and Prime Minister Gandhi in 1982 had agreed 
on an 18-month period of Indo-Bangladesh discussions cn long-term 
resolutions of the Ganges dispute in the context of a Joint Rivers Com- 
mission (JRC) set up for this purpose. By the period’s end in April 1984 
the solutions posited by each had met with mutual rejection. India’s 
continued preference for realigning the Ganges with a canal linking the 
Ganges and Brahmaputra (crossing Bangladesh territory) met head on 
_with Bangladesh’s insistence that the cost of this in loss of its land and 
displacement of its population was too great. Bangladesh’s alternative of 
creating storage reservoirs that would assist in regulating the Ganges’ 
flow and that would include Nepal in the operation, met the immovable 
wall of Indian resistance, in part based on refusal to include Nepal. In 
frustration Bangladesh was reported in February to be considering con- 
struction of a dam on the Brahmaputra that would supplement its share 
of Ganges waters. Furthermore, a five-year agreement for the sharing of 
Ganges water ended in May without renewal despite Bangladesh’s desire 
for it. With no movement in that direction by November, the matter 
seemed fated to await the outcome of India’s national elections and 
consolidation of the succession in Delhi. 

Another major irritant in Dhaka-Delhi relations was India’s decision in 
early 1984 to move ahead with construction of a 2,145-mile-long fence 
along the border between Bangladesh and Assam, this to stern what India 
claims is an unrelenting flow of Bangladeshis into that state and hence the 


8. I have profited in preparing this section from Craig Baxter's “Bangladesh: Problems 
without Power,” a paper delivered at the 12th Annual Conference on South Asia, Madison, 
Wisconsin, November 1983. 
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source of the grave tensions exploding there in 1983. Resistance ac- 
tivities of Bangladesh citizens along the border area, including efforts to 
undermine the fence foundations, were accompanied by clashes between 
the two nations’ border security forces in April and the exchange of 
diplomatic protest notes. This issue simmered and boiled throughout the 
year. 

Yet all was not darkness on the Indo-Bangladesh front. The two 
countries renewed a long-standing trade agreement in commodities of 
mutual interest and moved forward with industrial joint ventures and 
other aid agreements of potential benefit to Bangladesh. The Gandhi 
assassination sent waves of shock throughout Bangladesh and, one 
senses, heartfelt sadness on the part of many Bangladeshis who remem- 
bered the role that Indira had played in bringing about their country’s 
independence. Attending the funerary ceremonies in Delhi, Ershad 
echoed these sentiments on behalf of his country, expressing further the 
hope that Indo-Bangladesh relations would continue with basic friendli- 
_ ness and good will. 

Bangladesh moved in 1984 to maintain and strengthen its beneficial 
ties with southwest Asian Islamic states of crucial importance to it, 
beginning the year with attendance at the Morocco summit meeting of 
the Organization of Islamic Conference. Significant Middle Eastern vis- 
itors to Bangladesh in 1984 included the president of the United Arab 
Emirates, whose stay in Dhaka—coinciding, by the way, with a visit by 
Yasser Arafat who lauded Bangladesh’s support for the Palestinian 
cause—culminated in the signing of a general trade agreement. A 
November meeting in Riyadh of the Saudi-Bangladesh Joint Economic 
Commission resulted in further commitments to the already considera- 
ble Saudi aid to Bangladesh, including $150 million in project aid and a 
$62 million loan for oil and gas exploration. Ershad visited Baghdad in 
September, and November brought an Iraqi agreement to recruit 11,000 
Bangladeshi skilled workers.’ 

Relations with countries to Bangladesh’s east were not neglected. 
Trade relations with Sri Lanka were renewed, as were those with Thai- 
land, whose deputy prime minister visited Dhaka, prompting the antici- 
pation of rice purchases from Bangkok. Similarly, an Indonesian delega- 
tion visiting Bangladesh occasioned the signing of another rice purchase 
agreement. Burma's foreign minister made a three-day good will visit no 


9. During the first six months of 1984, Bangladesh received remittances of over Tk. 7 
billion ($240 million) from 29,000 of its citizens employed in the Middle East. A third of 
these were in Saudi Arabia, most of the rest in the Gulf States, with 59% in Iraq. See 
Bangladesh Observer, September 6, 1984. 
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doubt aimed at strengthening Burma-Bangladesh ties in the light of the 
ever-present potential for renewal of the border and refugee flare-ups 
the two countries had managed to snuff out in 1978. Moving north, a top 
level Bangladeshi delegation visited China in January, and in September 
the first meeting of a Sino-Bangladesh Joint Economic Commission took 
place, envisioning expanded trade and aid ties between the countries. 

While Soviet-Bangladesh relations suffered a downturn in late 1983, 
with Ershad expelling fourteen Soviet diplomats from Dhaka late that 
year—he would claim in interviews during early 1984 that the Soviets 
had sought to overthrow him-—-U.S.-Bangladesh relations remained on 
an even keel. Rumors persisted in the press of an impending Dhaka 
decision to grant naval facilities at Chittagong to the Americans, but 
these were regularly quashed by both sides. Proposed U.S. aid to 
Bangladesh for 1984 included $77 million in development assistance and 
$93 million in PL 480 funds focused on population control, agricultural 
' production, rural employment, and energy resource development; an 
additional $225,000 under the IMET program would provide training in 
the United States for Bangladeshi military officers.!° By the end of 1984, 
U.S. economic aid to Bangladesh had totaled over $2.2 billion, nearly 
half of it in food assistance alone. 

Despite a year of turmoil and inconclusiveness in domestic politics and 
frustrating events in its economy, Bangladesh’s foreign relations— 
unresolved tensions with India notwithstanding—continued on target, 
attempting to create for the much beleaguered nation the security abroad 
that continued to elude it at home. 


10. U.S. House of Representatives, Committee on Foreign Affairs, Foreign Assistance 
Legislation for Fiscal Years 1984-1985 (Part 5) (Washington, D.C.: U.S. Government 
Printing Office, 1983). See the statement of Howard B. Schaffer, Deputy Assistant Secre- 
tary of State, Bureau of Near East and South Asian Affairs, pp. 174-177. 





AFGHANISTAN IN 1984 


The Fifth Year of the Russo-Afghan 
War 


Lee O. Coldren 








The Soviets made litrle—if any—progress in con- 
solidating their position in Afghanistan or furthering the legitimacy of 
the Babrak Karmal regime during the fifth year of their occupation. 
Despite the most active year of the war militarily, Soviet forces failed to 
interdict mujahidin supply lines, break the hold of the resistance on the 
countryside, or relieve pressure on major provincial towns and the 
increasingly beleaguered capital. In 1984 the mujahidin raised the level 
of conflict in Kabul and the provinces and probably increased the cost of 
the occupation in terms of Soviet casualties and material losses. How- 
ever, clearly the resistance could not, and cannot, militarily force the 
withdrawal of Soviet troops. 

To portray the situation as a military standoff is accurate to a point but 
misleads by suggesting that the conflict is largely sratic. In fact, 1984 saw 
an acceleration of demographic, military, and security trends with im- 
mediate and long-term consequences for Soviet prospects in Afghani- 
stan. This article is largely concerned with identifying these trends and 
analyzing their significance. It suggests that there is little prospect for 
significant Soviet gains in Afghanistan in the next few years at the current 
level of Soviet military commitment, 

Several topics usually presented in discussions on Afghanistan will not 
be treated here in view of the absence of new developments in 1984 with 
significance for the course of the war. These include: personnel changes 
within the regime; the continuing fighting between Khalq and Parcham 
wings of the PDPA (People’s Democratic Party of Afghanistan); emigre 
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politics and the relations between various resistance group leaders in 
Peshawar; and—unfortunately—efforts to achieve a negotiated settle- 
ment involving the withdrawal of Soviet troops. 


Demographic Trends 

The exodus of Afghans to Pakistan and Iran in the early war years, which 
amounted to between 20% and 25% of the population, is probably 
substantially over. However, movement and relocation of population 
within the country continued and probably increased during 1984 in 
response to stepped up Soviet reprisals against civilians. Unlike the early 
years of the war when villagers driven out of che countryside fled to 
provincial centers as well as Kabul, in 1983 and 1984 Afghanistan’s 
largest provincial cities suffered a net population loss. Once the second 
and third largest towns in Afghanistan, Kandahar and Herat now proba- 
bly have between one-third and one-quarter of their prewar populations. 
The exceptions to this trend are Jalalabad in eastern Afghanistan and 
Mazar-e-Sharif in the North. Jalalabad remains one of the more secure 
towns in Afghanistan despite a marginal increase in resistance activity in 
1984. Mazar continues to attract population displaced by bombing and 
ground operations to the west and south of the city. However, Mazar’s 
ability to retain population is probably as much due to ethnic and 
regional factors as to its relative security in that the lack of substantial 
Turkoman or Uzbek communities in Kabul has made the capital less 
attractive to displaced northerners. 

Kabul continues to be the main destination of internal refugees and 
has swollen from a prewar population of around 750,000 t over two 
million. While the Soviet policy of retaliation against civilians is not new, 
it was carried out with increased vigor in 1984. This was especially true 
near Kabul because of increased resistance pressure against the capital. 
Consequently the majority of internal refugees who reached Kabul were 
from nearby areas subjected to repeated Soviet bombing and ground 
operations: the Logar Valley to the south, the town of Paghman to the 
northwest, and the Shomali region that begins just north of Kabul and 
stretches to the southern slopes of the Hindu Kush range. Another 
highly visible influx of refugees came early in the year when Panjsheri 
leader Ahmad Shah Mas’ud evacuated the Panjsher Valley in anticipation 
of Panjsher VII. The majority of refugees moved in with family or 
friends in Kabul’s poorer and more densely populated neighborhoods 
where it is not uncommon to find as many as 15 persons per room. 

Kabul’s population has not only increased, but changed in profile. 
With the exception of men in uniform and ubiquitous black-jacketed 
Khad (secret police) personnel, there are few able-bodied men to be 
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found in Kabul largely as a result of increasingly draconian efforts to 
capture military conscripts. The lack of men is especially obvious in 
Kabul’s bazaars where most shops are run by children or old men. 
Beggary, virtually unknown prior to the occupation, increased markedly 
during 1984. Usually those who become beggars are the elderly and the 
disabled whose families have been killed in the war and orphans unwill- 
ing to enter the orphanage run by the head of the secret police. 

It is sometimes argued by those unfamiliar with the wartime realities of 
life in Kabul that a secondary motive of Soviet reprisal policy is to drive 
the populace from the countryside to the capital where people are more 
dependent on the regime and more susceptible to Soviet indoctrination. 
Whatever Soviet intentions may be, the influx of refugees to Kabul has 
played an important role in the deterioration of security within the 
capital. Being the victims of Soviet attacks, the refugees tend to be 
overwhelmingly anti-Soviet and anti-regime. Even without this experi- 
ence, life in Kabul under the Soviets and the Karmal regime does not 
encourage belief that the “Saur Revolution” or the Soviet invasion has 
changed things for the better. 

The most frequent contact between most of the capital’s population, 
including refugees, and the regime tends to be in the form of roadblocks, 
press gangs, house to house searches, and surveillance and extortion by 
the secret police. As for the effectiveness of Soviet/regime propaganda, 
there are no “literacy teams” in the poorer neighborhoods, party organi- 
zations such as the DYOA (Democratic Youth of Afghanistan) are 
virtually nonexistent, and television sets are as uncommon as is electricity 
to run them. In fact, the presence of country refugees in Kabul has 
strengthened the resistance by providing increased safe havens for 
mujahidin, making large areas unsafe for regime and Soviet personnel. 
The neighborhoods with the greatest number of country refugees, such 
as Khair Khana and Kote Sangi, are precisely the areas with the greatest 
frequency of assassination and from which most attacks against regime 
and Soviet installations are mounted. Kabul has lost the majority of its 
educated middle class (who have a tendency toward cooperation or 
flight), replacing them with more traditional, implacable Afghans who 
have direct experiente of the war. 


The Energy Siege of Kabul 
Kabul’s swollen population has entailed increasing logistic problems 
for the Soviets in supplying the capital with power, fuel, and food. The 
most obvious problem is electricity. Since the energy siege began in 
earnest during the winter of 1982/83, only a fraction of prewar levels of 
electricity have reached Kabul because of resistance sabotage of trans- 
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mission lines and attacks on convoys from the north transporting diesel 
fuel for Kabul’s generating stations. The Soviet response has been to 
bribe local leaders to “protect” (i.e., “not destroy”) transmission lines in 
their localities. Such arrangements have seldom lasted as shown again in 
1984. In early September, the leader paid to protect transmission lines in 
the Sarobi area instead destroyed some 40 to 80 pylons end took his 
people out of Afghanistan. The resulting six-week power shortage was 
the most severe of the war to date and convincingly demonstrated to 
Kabul residents that the Soviets and regime could neither protect the 
power supply nor rapidly repair damage. The effects of the electricity 
shortage are not distributed evenly. For most of 1984 the “normal” level 
of power to Kabul’s less affluent neighborhoods where the majority of 
the people live probably averaged four or five hours per week. More 
affluent neighborhoods usually had some power each night, while foreign 
embassies and the homes of upper level party and regime figures re- 

ceived power on a regular basis except during major shortages. . 

In 1984 the resistance also interrupted supplies of diesel fuel, gasoline, 
and kerosene, all of which have become more important with the in- 
crease of public and private generators to supplement the dwindling 
electricity supply. Attacks on Soviet fuel and food convoys take place 
everywhere along the route from the Soviet border to Kabul with the 
most dangerous stretches occurring near the Salang Pass and in the 
Shomali. The frequency of successful convoy attacks in these areas by 
Panjsheri and other mujahidin increased dramatically in February and 
resulted in the most severe fuel shortage in Kabul’s history. For most of 
March Kabul’s streets carried less than 20% of normal traffic. Fuel lines 
stretched to several hundred vehicles including regime military trucks, 
ambulances, and armored personnel carriers. Normal supplies were re- 
stored in early April through intensive bombing and Soviet sweep oper- 
ations throughout the Shomali, but shortages reappeared during the 
Panjsher VII campaign in late April and have recurred for shorter 
periods since. 

Mujahidin interruption of the Soviet supply lines also resulted in 
shortages of sugar, flour, cooking oil, and meat in Kabul. In general, 
however, Kabul’s food supply was adequate in 1984 and inflation of food 
prices was less than in previous years of the war. However, family 
income has not kept up with increasing prices and there is little doubt 
that ordinary Kabul families ate less last year and meat became even 
more of a luxury. 

The increasing misery of life in Kabul has direct consequences for 
Soviet efforts to legitimize the Karmal regime and the Soviet presence. 
In addition to considerations of religion, history, ideology, blood debr, 
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and increasing personal danger, there are numerous reasons for Kabul 
residents to dislike the regime and the Soviet presence. Rather than 
ushering in a modern egalitarian regime, the “Saur Revolution” has 
resulted in continuing deprivation and deterioration in the quality of life, 
not only for the bulk of the populace but also for the remnants of Kabul’s 
middle class whose life style is even more affected by power and fuel 
shortages. The uneven distribution of scarce resources to party and 
secret police personnel and their families also give the lie to the regime's 
self-professed concern for the masses. Soviet and regime propaganda 
blaming inflation and wartime deprivations on the resistance and “West- 
ern imperialism” is not effective. Although everyone is aware that the 
immediate cause of shortages is mujahidin operations, Kabul residents 
almost universally blame the Soviets with typical Afghan logic that says 
“if they had not invaded, this wouldn’t have happened.” 


security Deteriorates in the Capital 

Even greater than shortages in its impact on the psychology of the capital 
was the increase in resistance activities in and around Kabul. There was 
only a marginal increase in what might be called the background level of 
violence, which consists of daylight assassinations of party members, 
military officers, and secret police, and nighttime attacks on the Soviet 
and regime targets on the edges of the city. Resistance attacks in these 
areas routinely occurred four or five nights a week. 

More striking was the number of bombs set off by the mujahidin 
within the city, which seemed to many observers to be at least twice as 
great as in 1983. The most notable bombing took place at Kabul airport 
on the morning of August 31 when several Aeroflot planes were picking 
up or returning Afghan students. The explosion took several dozen lives, 
caused hundreds of casualties, and resulted in a permanent change in 
security measures at the airport. Other targets hit during the year were 
the Ministry of Mines, Radio Afghanistan, the Soviet-run Polytechnic 
Institute, Kabul University, and dozens of hotels, restaurants, bars, and 
whorehouses patronized by party members and secret police. 

Even more dramatic was the escalation in the use of rockets in areas of 
Kabul previously most insulated from the war. Residents of wealthier 
neighborhoods such as Wazir Akhbar Khan and Share Nau, who include 
regime and party figures as well as foreign diplomats, are not as accus- 
tomed to dodging shrapnel as the residents of Kabul’s poorer suburbs. In 
late June and early July dozens of rocket rounds fell in those areas, some 
hitting targets such as Radio Afghanistan and the Soviet-built Micro- 
rayon apartment complex, while others appeared to be untargeted. The 
rocket attacks were renewed at a much higher level in late August, 
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escalating again in late September when the resistance staged the largest 
coordinated attack on regime and Soviet installations since the ‘strike 
against the Bala Hisar in August 1983. The August and September 
surges brought new levels of security precautions in Kabul. Early in the 
evening of Seprember 30 hundreds of Soviet tanks formed an arc beyond 
the airport in an attempt to forestall a rumored mujahidin attack on the 
eastern part of the city. Despite such measures and draconian house-to- 
house searches of the areas from which the rockets are thought to come, 
the Soviets have been unable to shield the capital from such attacks, 
which continued unabated in late 1984. 

While the rockets themselves appear to be antipersonnel shrapnel 
weapons that cause little structural damage, the effect of the attacks on 
the psychology of the capital has been tremendous. Reportedly party 
members and regime officials share the general sentiment that security in 
Kabul has deteriorated significantly and that the Soviets can no longer 
protect even the elite who cooperate with them. One result has been to 
trigger a further exodus of Kabul’s merchants and remaining middle 
class. The departures apparently have also included many from the 
clerical staffs of regime ministries. 

Beginning in September, there were increasing numbers of reports of 
mujabidin successes in downing Soviet helicopters and hitting transport 
near Kabul airport, leading to the widespread conclusion that the resis- 
tance had acquired significant numbers of surface-to-air missiles. This 
conclusion was supported by the temporary curtailment of air activity, 
upgraded military facilities at the airport, and the dropping of flares by 
helicopters during takeoff and landing to attract heat-seeking missiles. If 
this new resistance capability continues, it could have a major impact on 
the course of the war. In the meantime, the visibility of Soviet defensive 
measures, especially the use of flares, has reinforced the generally ac- 
cepted view in Kabul that the security of the capital has seriously eroded. 


Military Trends 
In 1984 the regime’s military forces were again plagued by high levels of 
desertions and decreasing morale, effectiveness, and reliability. Military 
conscription policy provides an insight into the vigor of the resistance 
and the extent of the war. On March 8, just before a scheduled mustering 
out, the regime announced that the period of service would be increased 
from three years to four and that high school students must complete 
military service before entering Kabul University. The announcement 
resulted in widespread desertions and mutinies at garrisons in and 
around Kabul that night. In the Deh Sabz area behind the airport, two- 
thirds of the soldiers reportedly deserted their posts. At the Pule Chark- 
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hi garrison, soldiers shot more than a dozen officers before deserting, 
and similar fighting took place at the Rishkor garrison near Darulaman 
palace. The heaviest fighting of the night occurred at the 8th Division 
near Karga Dam just outside of Kabul. What apparently began as a fight 
among officers over the announcement became a mutiny. The ensuing 
three-hour battle attracted local mujahidin who provided covering fire 
for several hundred mutineers who left in military trucks with all the 
weapons they could transport. Desertions continued at high level as did 
regime efforts to capture new recruits. By year’s end there were rumors 
that the regime intended either to extend the period of service once 
again or decrease the period between compulsory stints in the military. 

Soviet military activity remained fundamentally reactive in 1984 with 
the aim of relieving resistance pressure on Kabul and major provincial 
towns, keeping the highways and roads open for Soviet military and 
supply convoys, and interdicting resistance supply routes. The general 
impression of observers in Kabul is that 1984 saw more military activity 
than previous years with the Soviets playing a more active and visible 
role in the fighting and in Kabul’s security. This is probably less a shift in 
tactics than a response to increased levels of resistance activity and the 
continued deterioration of the regime’s military forces. 

As mentioned above, much of the fighting took place near the capital, 
underscoring Moscow's continuing inability to make permanent inroads 
in the countryside, even just outside of Kabul. In Paghman just north- 
west of Kabul, at least five operations involving sizeable Soviet ground 
forces took place between February and October, in addition to frequent 
bombing strikes. The same pattern involving greater numbers of Soviet 
personnel occurred in the nearby Shomali region where Soviet de- 
struction of villages, orchards, livestock, crops, and canals was the 
greatest of the war. As in 1982 and 1983, the Logar Valley south of 
Kabul was subjected to repeated bombing with a major Soviet ground 
operation in mid-August. 

Most resistance operations in Kabul itself (with the probable exception 
of assassination and bomb planting) are carried out by mujahidin from 
nearby areas. However, Soviet operations in these areas do not always 
bring even temporary respite from resistance pressure. The Logar Valley 
and the Shomali region, for example, have probably sustained as heavy 
bombing as any area in Afghanistan. Despite significant population 
losses, these areas still present major obstacles to Soviet convoys to 
Paktia province and the USSR. 

There appeared to be fewer large scale campaigns against major pro- 
vincial cities in 1984 than in previous years. This does not imply an 
increase in Soviet or regime control, but rather that within certain limits 
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the Soviets have given up on such cities as Kandahar and Herat whose 
remaining population is overwhelmingly pro-mujahidin. The regime 
maintains provincial offices in both cities, but does not attempt to carry 
out normal administrative activities such as collecting taxes or maintain- 
ing schools or courts. With the exception of house-to-house searches by 
Soviet troops for conscripts and occasional bombing of the outskirts, 
Kandahar and Herat are largely in the hands of the resistance. 

In late May Herat mujahidin overstepped the limits of Soviet toler- 
ance by taking over and manning ten regime military posts to the south 
and west of the city. On June 4 a major atr and ground campaign began 
that reportedly involved some 10,000 Soviet troops. After heavy 
fighting, the mujahidin were forced to abandon the posts. Although the 
destruction in Herat city was far less than during the savage April 1983 
campaign, areas to the south and west of the city were heavily bombed, 
resulting in the total destruction of twenty villages and probably more 
than a thousand casualties. In what had become the normal pattern, the 
operation did not result in a permanent reduction of attacks on Soviet 
convoys near Herat. 


Panjsher VII 


The resistance’s increasing ability to interrupt Soviet supply lines was 
also the immediate cause of the Panjsher VII campaign in late May and 
early April as was acknowledged in regime statements at the time. As 
previously mentioned, the frequency and success of convoy attacks on 
both sides of the Salang Pass in February caused severe shortages in 
Kabul. Like Mas’ud’s controversial ceasefire witk the Soviets inside the 
Panjsher Valley in 1983, which the Soviets now no longer felt was in 
their interest, only time will tell who won Panjsher VII. But the Soviets 
clearly did not achieve their maximum goals. Mas'ud was not killed or 
captured, nor were a significant number of his fighters. As the Valley’s 
populace had previously been evacuated, the Soviets could not use them 
as a lever against Mas'ud. Soviet/regime attempts to force Valley resi- 
dents to return was a failure, as was the effort to repopulate the Valley 
with non-Panjsheris. Apparently recognizing their inability to put an 
acquiescent population in place, Soviet troops destroyed crops, live- 
stock, and irrigation canals in the lower Valley in late summer. 

It then appeared that the Soviets would garrison the lower Valley 
throughout the winter with perhaps as many as 6,000 troops. Panjsheri 
mujahidin control the Valley above Khenj, where the motcrable road 
ends, and have mounted increasingly frequent rocket and mortar attacks 
on Soviet installations at Bazarak and Rokha. If the current Soviet 
occupation of the Valley follows past patterns, supplying the garrisons 
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during the winter by land will become increasingly difficult as mujahidin 
mine the road. Given Afghan skill at inflicting casualties against pickets 
and fixed positions, the Soviet decision to hold the Valley will probably 
result in increased Soviet casualties. 

The campaign in the Panjsher and Shomali region resulted in an 
immediate lessening of attacks on convoys, but by autumn the attacks 
were again a serious problem for the Soviets. Soviet willingness to 
employ high altitude bombers during Panjsher VII and the decision to 
occupy the Valley are evidence of the increasing effectiveness of the 
resistance. Regarding the course of the war in general, it is difficult to see 
how the Soviets could garrison other resistance strongholds in strategic 
areas such as the Logar Valley at present troop levels. 


Regionalization of the Country 

Afghanistan’s highways and roads are increasingly hazardous for private 
travel and commercial transport as well as Soviet military and supply 
convoys. Their physical condition has deteriorated dramatically; bridges 
have been destroyed and left unrepaired and miles of burned out vehi- 
cles litter pockmarked roadbeds near major towns. West of Kandahar, 
for instance, travelers have to detour through the desert for at least 20 
miles because the debris of past battles makes the highway impassable. 
There is also the increasing risk of getting caught in a crossfire or being 
attacked by Soviet gunships as public buses were on several occasions 
early in the year near Herat. Added to this hazard are the certainty of 
extortion by Soviet soldiers at points such as the Salang Pass and the 
likelihood of having to pay “tolls” on commercial shipments of goods at 
more numerous mujahidin checkpoints. 

As a result, the amount of nonmilitary travel and transport in Af- 
ghanistan significantly decreased in 1984, as it did in the previous war 
years. The national marketing system, never as developed as in most 
countries of the region, is disintegrating. For example, according to 
Afghan businessmen from Mazar and Kabul, the cost of moving a 
truckload of goods from northern Afghanistan to the capital has in- 
creased at least sixfold since 1980. To move foodstuffs and fuel from the 
Soviet border, the regime has been forced to pay truck drivers for a 
single journey the equivalent of six months pay for a conscript soldier. 
Consequently, only a fraction of the prewar levels of livestock and fruit 
reach the capital from the north. The same is true of fruit and grain from 
Kandahar and Ghazni. Regime efforts to enforce lower retail prices in 
Kabul also have had the effect of reducing commercial food deliveries to 
the capital. 

The disintegration of Afghanistan’s economic infrastructure is even 
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more evident in provincial capitals such as Herat, Kandahar, and Ghazni 
where the Soviets no longer even maintain a pretense of supplying 
electricity, fuel, or food. Indeed, according to local residents, the bulk of 
the food available in those towns which is not grown nearby is imported 
from Pakistan and Iran. This is probably true for all border provinces 
except those fronting the Soviet Union. With the exception of occasional 
gunship attacks on food trucks and periods of major ground operations 
in the area, the Soviets appear incapable of, or uninterested in, stopping 
the “illegal” flow of food and goods into Afghanistan’s border provinces. 

While it is difficult to assess the long-term effects of the destruction of 
infrastructure and the national marketing system in Afghanistan, in the 
short run it appears to favor the resistance. Though the resistance is a 
national phenomenon and is active in all provinces, it nonetheless re- 
mains fundamentally regional and local in nature. The de facto disinte- 
gration of Afghanistan, especially the increasing isolation of what is jok- 
ingly referred to as “the Kingdom of Caubool,” has no evident effect on 
the tactics or level of operations of local resistance bands, which operate 
with no national coordination. It should also be noted that Afghanistan 
is fundamentally a nation of subsistence farmers and nomads. The people 
in the countryside have been able to survive economic dislocations and 
market disruptions that would destroy a more economically integrated, 
industrialized, and developed nation. 


Soviet Prospects 
The major social, security, and military trends discernible in 1984 hold 
little prospect for increased Soviet control of Kabul or the provinces in 
the immediate future. Nor do they give much hepe that the suffering of 
the Afghan people will soon end. The Soviets perhaps derive some 
comfort from contemplating their efforts at long-term solutions such as 
the much publicized shipment of seven- to ten-year-old children to the 
USSR for ten years of schooling and indoctrination. Yet, it should not be 
automatically assumed that such indoctrination will take hold or that 
returning cadres will be effective in extending Soviet control. To the 
extent that these Afghan youth are alienated from their culcural matrix 
and the net of kinship ties that give life meaning for most Afghans, they 
will be unable to understand and to influence their own people in 
nonviolent ways. Moreover, at some point short-term and long-term 
trends must meet. Unless current trends are reversed, there will be few 
provincial towns and no place in the countryside safe for “revolutionary” 
youth. The Soviets will undoubtedly continue to shape to their own 
patterns regime institutions such as the ministries, Kabul University, and 
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the courts. More dedicated cadres will surely replace the uncommitted or 
secret resistance sympathizers currently working in the military and 
government apparatus. Yet these institutions are having increasingly less 
impact on people’s lives in the capital and the provinces. As the fifth year 
of the occupation has shown, increasing institutional Sovietization does 
not translate into enhanced security or extended Soviet control. 





NEPAL IN 1984 
A Year of Complacence 





Y. N. Khanal 





George Orwell’s world famous novel often was in- 
terpreted as a warning that the year 1984 would bring mankind to a fatal 
and irreversible transition from freedom to regimentation. No such 
radical departure took place, in Nepal or elsewhere, despite some uneasy 
signs gleaned from Amnesty International reports and dramatized by the 
assassination of Prime Minister Indira Gandhi. Cn the contrary, 1984 on 
the whole was a very ordinary year in Nepal, one of routine compla- 
cence, which did not instill any marked sense of movement either politi- 
cally or economically. 


Political Developments 

Politically the year carried over the legacy of uncertainty that accom- 
panied the last days of the Surya Bahadur Thapa government. When the 
Thapa ministry fell and Lokendra Bahadur Chend took over as prime 
minister in 1983 in the bizarre atmosphere of charges and counter- 
charges of corruption, the panchas (active political workers of the sys- 
tem), and especially those within the National Panchayat (parliament), 
were sharply divided into two main groups, pro-Chand and pro-Thapa, 
popularly called samuhas. The struggle for power between the Chand and 
- Thapa samuhas was the liveliest political event of the year. The division 
persisted, both in theory and practice, all through 1984, its threat hang- 
ing uncertainly, like the sword of Damocles, over the Chand government 
and straining the official conservative view of a partyless penchayat. 

The government tried to meet the situation in three ways. First, as 
soon as it came to power it revised the rules of the game regarding 
no-confidence motions against it, apparently in the interest of the ruling 
samuha. Second, it worked hard to keep its own fluid samuha intact and 
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achieved some limited success. The hardcore Thapa group was limited to 
forty-two members. Even so, as the National Panchayat went into session 
in June and the time of pressing the no-confidence motion against the 
Chand government brought by the Thapa group came nearer in August, 
there were many cases, as in the previous year, of curious ambiguities of 
loyalty or changes of loyalty among the members of the National Pan- 
chayat. In the prevailing political culture, not peculiar to Nepal alone 
in the subcontinent, the morality of defection was hardly questioned by 
either side. The Chand government crossed the third and final hurdle 
when Marich Man Singh, chairman of the National Panchayat and of the 
Panchayat Policy and Inspection Committee, came to the government's 
rescue and made his controversial decision against the motion. This 
committee, as provided by the third amendment to the constitution, is 
designed to provide an authoritative interpretation of the panchayat 
system and in this sense is a successor to the now-abolished Back-to- 
the- Village Central Committee. Events thus were forestalled or, as critics 
would say, manipulated, even before members were obliged to vote. 
Popular confidence in the progressive potential of the third amendment, 
which provides for direct elections and stipulates the government as 
responsible to the legislature, has perhaps eroded. 

When the National Panchayat was adjourned some time before the 
Dasain holidays, Chand enlarged his cabinet, bringing in some new faces 
of different backgrounds and persuasions and relieving one or two others 
in the process. Among the new entrants, Parashu Narayan Chaudhary, 
who had served as education minister in the 1959 Congress cabinet and 
who lately joined the panchayat system after the third amendment, has 
attracted wide popular notice. 

In day-to-day governance, the year witnessed some decline in the 
public sense of security and public confidence in the impartiality of law 
enforcement following incidents of violence such as those at Piscar, 
Surajpur, and Jhaleri. Though acts of violence were as yet only sporadic 
and within the control of administrative machinery, their handling, as 
reported by a committee set up by the Nepal Bar Association to investi- 
gate the Surajpur incident, was not only unsatisfactory but disquieting 
from the standpoint of rule of law. It appeared that political activities 
were not controlled by authorities sensitive to values underlying the 
constitution in general and the third amendment in particular. Such 
activities were permitted or prohibited not according to their peaceful or 
violent character, but according to the nature of the political groups 
behind them. 

A major preoccupation of the Chand government during the year was 
the decentralization scheme, but as political and administrative devolu- 
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tions of power go together, the public mood in light of earlier experience 
remained highly skeptical. 

Political criticism during the year continued to follow three schools of 
thought. According to the first, the third amendment itself was an aber- 
ration from the approved norms of the panchayat system. Direct elections 
and a government responsible to the legislature are, it was argued, in- 
compatible with the supreme leadership of the Crown that is the es- 
sence of the panchayat system. All the political uncertainty of the year 
owed its origin to this incompatibility. Tulsi Giri and his group promoted 
this criticism and pleaded for a fourth amendment to restore what they 
consider the basic tenets and practices of the system. The second group 
of critics implicitly maintained that the present troubles are due to direct 
elections and the abolition of the Back-to-the-Village Central Commit- 
tee. According to them, the quality of representation in panchayat bodies 
since the advent (in 1981) of direct elections has declined. The Nava- 

Jagaran weekly along with some other publications advanced this kind of 

criticism although it shared its pages liberally with the critics of the first 
school. Both these groups contained individuals such as Dr. Giri, D. P. 
Adhikari, Dr. Mohsin, Yajna Prasad Acharya, and others who had served 
on different occasions in the high policy-making positions of the pan- 
chayat system. But most of the panchas appeared to believe that no 
movement back was possible or desirable after the solemn royal com- 
mitment to the outcome of the 1979 referendum, and that the third 
amendment to the constitution should be accepted in good faith, looking 
forward rather than backward. 

At the popular level outside the panchayat fold, a third criticism 
continued to hold sway in the nation’s political life. The proponents of 
this view consisted of the hard core of the banned Nepali Congress Party 
and various splinter groups of the banned Communist Party. Divided 
into various ideological persuasions, some of them mutually antagonistic, 
they united in their call for the withdrawal of the ban on parties. Ac- 
cording to them, the difficulties that sprang into being and loomed 
progressively larger during the year within the panchayat system and put 
stress on the normal functioning of the National Panchayat are basic to 
the system itself and can be avoided only when the theory and practice of 
government are brought into line with the spirit of the referendum. 

As there was no movement forward politically, the Nepali Congress 
group announced its decision to start a satyagrcha (civil disobedience) 
within what they call the policy of national reconciliation bequeathed by 
the late B. P. Koirala. A united front, for which a call had been made 
mainly by the communist groups in the context of the country’s political 
environment in general and of the proposed satyagraha in particular, did 
not materialize. Ganesh Man Singh, a senior Congress leader, reportedly 
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said that the satyagraha would be limited to Kathmandu Valley and 
would be expected to promote the achievement of the group’s declared 
political, economic, and foreign policy goals. Two or three periodicals 
sympathetic to the group appeared during the year, suggesting thar 
interest in Congress ideals had not flagged. While one face of this group 
was thus turned toward satyagraha, another was turned toward King 
Birendra, and Girija Prasad Koirala reported hopefully on the nature and 
outcome of his mid-year royal audience. One wonders whether the 
alternatives that both King Birendra and the Nepali Congress group are 
reported to be looking for will share compatibility to a point of coopera- 
tion. 


The Economy 

The overall economic situation in Nepal during the year remained static, 
too. A GDP of $2.5 billion against a population of about 16 million gives 
a per capita GNP of $170, one of the lowest among the least developed 
of the developing countries. According to the 1984 World Bank report, 
Nepal's GDP growth rate during 1970-82, a clear political period, was 
2.7%. The average annual per capita growth rate of GNP during the 
1960—82 period was —0.1%. The year 1984 constituted the latter half of 
the fourth and the first half of the fifth year of the sixth plan. An interim 
evaluation report on the first three years of the plan prepared by the 
Planning Commission for the National Development Council meeting, 
which took place in March, concluded: 


It was hoped that some improvement would take place in the living standard of 
the people during the sixth plan with a per capita 2 per cent rise in income if 
annual national production of 4.3 per cent, against assumed 2.3 per cent 
annual population growth, is achieved. This was not an ambitious target in 
view of the poverty of the people. It is now known from the census of 1981 
that annual population growth rate was 2.66 per cent. No improvement was 
seen in per capita income as a result of average annual 2.8 per cent increase in 
national production during the first three years of the sixth plan. 


The educational, technical, social, and moral implications of this low base 
and slow growth are enormous. 

In spite of this depressing long-term outlook, it is worth mentioning 
that the economy, on a short-term basis, looked up during the year. GDP 
rose by an estimated 7.4%, agricultural production by 18.4%, and the 
inflation rate was lower. This improvement was due mainly to the favora- 
ble monsoon, though the government's temptation to claim credit for the 
improvement was understandable. 

It is against this long-term and short-term background that the annual 
budgets of the government have to be viewed. The budget that the 
Chand government adopted in 1983 was hardly its own. The outgoing 
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finance minister, Yadav Prasad Pant, had no sooner presented his budget 
to the National Panchayat than he voted agzinst the government on 
whose behalf he had submitted it. The incoming finance minister, 
Prakash Chandra Lohani, adopted it and its principles, and later, without 
going to the legislature, made ad hoc changes to reduce by 15% what he 
called a bloated budget. The reduction was mostly in development 
expenditures, producing in the process a curious amalgam. That regular 
expenditures increased in 1983 by 13.5% while development expendi- 
tures did so only by 1.6% tells its own tale. On the other hand, the 
1984-85 budget belonged entirely to the Chand government, which 
estimated an expenditure of $576.5 million (Rs 9.8 billion) divided into 
two parts, $181.9 million (Rs 3.07 billion) for regular and $394.6 million 
(Rs 6.7 billion) for development expenditure. 

This budget had some positive sides. New ideas such as those involv- 
ing competition informed it, pay scales for public employees were raised, 
and it envisaged greater efficiency in revenue administration. The budget 
was also open to criticism on many grounds and has been so criticized, 
especially in two respects. First, given the state and level of the economy, 
the philosophy of competition that underlies che budget can take the 
nation only a very short way, if any at all, coward economic development. 
Second, the budget does not reflect the gravity of the challenge because 
it prefers easy and almost total dependence on foreign aid and loans. 
Painful but necessary internal political and economic decisions were 
avoided. No policy was initiated to relate the prices of farm produce to 
costs in the interests of the farming community. This approach brings 
into question the seriousness of the government's intention and its ability 
to put to best use the resources that are available to the economy. 

The year was also marked by two extensions of the Royal Nepal 
Airlines Corporation’s international service, one to Singapore and the 
other to Abu Dhabi via Karachi. How these services, along with that of 
the Nepal Arab Bank, Ltd., which was opened earlier, economically 
benefit the people will be watched with interesz in the coming years. In 
international trade, the first nine months showed an increase in exports 
mainly due to the boom in the carpet industry. Otherwise, the tradition 
of proliferating promotional seminars as against productive activities 
continued. 


Foreign Affairs 
In foreign affairs the year began with a visit by Chinese President Li 
Ziannian. Apart from creating goodwill and signifying China’s continued 
political interest, President Li's visit opened a new phase of Sino- 
Nepalese economic cooperation. It was agreed that Chine would help 
Nepal in a major undertaking, the construction of the Pokhara-Baglung 
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road. Whether this road, which appears to be independent of the 
guidelines of the seventh plan adopted by the National Development 
Council, is a hard economic priority is another matter. There is also an 
exchange of political, trade, and cultural delegations between Nepal and 
China’s Tibet region, and the possibility of their cooperating on tourism 
was probed. 

With India, Nepal’s relations remained normal at the administrative, 
economic, and trade levels. Through political thick and thin, India has 
maintained a steady level of assistance to Nepal in various fields. Prog- 
ress in the understanding on the Karnali dam project was reported. 
Trade between the two countries, however, continued heavily balanced 
against Nepal. At the top political level, relations appeared cool if 
not cold. Progress following an exchange of views between Prince 
Gyanendra and Rajiv Gandhi was not much in evidence in public. Nepal 
continued its intense preoccupation with winning support for its peace 
zone proposal, dwarfing in the process its attention to the more promis- 
ing though more challenging movement toward South Asian coopera- 
tion. Ir succeeded in getting French and U.S. endorsement for the peace 
zone proposal in 1983, but Kathmandu’s strategy of cultivating over- 
whelming international support for it as a factor of persuasion for India 
was apparently overdone because it lacked the more necessary intense 
diplomatic dialogue. On the other hand, India’s counterstrategy of 
studied political coldness to the point of discouraging dialogue did not do 
justice to the intensity of the relationship and diversity of interests that 
the two countries share. The stalemate was reinforced and the relation- 
ship abused by politicians on both sides for internal political purposes. 
Charan Singh’s recent statement at Patna, attributing foreign military 
bases to Nepal, which do not exist, and intentions to King Tribhuvan, 
which are false, was avoidable. Nepal’s own necessary response could 
have been more diplomatic. It is widely hoped among the public that 
Nepal and India will, sooner rather than later, solve the question of the 
peace zone. But the truth is that with or without the peace zone, 
Indo-Nepalese relations cannot be taken for granted. 

The tragic assassination of Mrs. Gandhi on October 31 introduced a 
serious element of uncertainty not only in India but in the subcontinent 
as a whole. The real world suddenly stared us in the face. India’s stability 
has a meaning larger than itself and is indispensable for the peaceful 
progressive evolution of the region. Even this stunning tragedy, so far as 
Nepal and India are concerned, could be converted into an opportunity 
if the Nepalese and new Indian leaders promote the contacts that already 
exist between them and, with each other’s national interest in mind, set 
about working toward warmer Indo-Nepalese relations. 
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Population Policy 

Harka Gurung’s report on population control policy continued to attract 
wide attention. One occasion was a somewhat representative meeting 
organized by the advisors’ group set up by King Birendrz to “report on 
the report.” As shown by the naive practice of daily reporting its popula- 
tion projections, Nepal is disturbed about its population growth, which 
has strained its backward economy to a breaking point. The report 
served to draw public attention to the question of population manage- 
ment. For countries like Nepal, it said, “progress in the face of continu- 
ing rapid population growth will be extraordinarily difficult.” Regulation 
of internal and external migrations, the latter mainly from and to India, as 
part of population management has both political and administrative 
implications. The Harka report did not realistically discriminate between 
the two, preparing ground for more heat than light. It assumed that 
population management was chiefly an administrative matter. 


Conclusion 

King Birendra began the thirteenth year of his reign in January. As the 
supreme leader in the panchayat system, he continued actively to guide 
the nation with his prolific speeches and directions, and ministerial 
committees were organized to follow up on them. The Chand govern- 
ment has been in office for over a year, and thanks to the prime minister, 
it came to power with a cleaner image than its predecessor. The cabinet 
contained the largest number of highly educated members since 1959. 
Many of them, when out of office, had even petitioned King Birendra for 
an additional winter session of the National Panchayat, suggesting a 
commitment to advancing the progress of the third amendment and to 
making the panchayat system more participatory in practice. These facts, 
in spite of the circumstances in which this government came to power, 
raised some hope in the hearts of the people against the prevailing 
expediency, inefficiency, and cynicism, and the government enjoyed 
considerable goodwill. But, as the year advanced, the drift toward cor- 
ruption persisted, and its spreading shadows, eccording to some news- 
paper investigative reports, reached new areas such as sports and the 
Nepal Rastra Bank. Precept and practice remained unreleted in public 
life. It must be mentioned that one year is too short a period for proper 
assessment of a regime, yet when history takes account of deeds and not 
words, the year 1984 probably will be regardec as one of complacence. 
No urgent sense of political idealism and economic discipline was in 
evidence. 





INDONESIA IN 1984 


Pancasila, Politics, and Power 


Donald E. Weatherbee 








The night of September 12, 1984, saw Jakarta’s worst 
street violence since the anti-Tanaka, anticwong Malari affair of a decade 
ago. Hundreds of Moslem youths fired up by inflammatory mosque 
lectures moved through the streets of Tanjung Priok (North Jakarta) in 
bloodly confrontation with the security forces. Yelling antigovernment 
and anti-Chinese slogans and epithets, they charged Indonesian army 
units and were dispersed by gunfire, forced to give way in a rampaging 
retreat. As many as 28 people were killed. The government quickly 
rounded up the suspected ringleaders and radical Islamic teachers. While 
clamping down on the political content of the da’wah (Islamic instruction 
and missionary information activity), the security elite quickly sought to 
shift the blame for the Tanjung Priok incident to underground com- 
munist elements. Even so, Jakarta and other centers in East and Central 
Java were flooded with underground pamphlets inciting the faithful to 
take up arms to defend their religion against those who would destroy 
Islam. A series of bomb blasts and incendiary fires, together with numer- 
ous bomb and arson threats, frayed already tense nerves. 

The pattern of terrorist events suggested to some a spreading threat 
of embryonic urban guerrilla warfare.'! Senior officers of the Indone- 
sian Armed Forces (ABRI), including the ABRI commander, General 
L. B. Moerdani, visited leading mosques and pesantran (traditional Islamic 
schools) to tell the xlama and kiyayi that ABRI was not the enemy of 
Islam. “I would like to assert,” Gen. Moerdani told an East Javanese 
audience of about a thousand Islamic teachers, “that Moslems in In- 
donesia are not cornered and will never be cornered.”* But cornered is 
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exactly how many of the santri—the strictly committed Moslems—feel 
since they see aggressive propagation of the state ideology cf Pancasila as 
undermining the role of religion. 


The Pancasila State 

The Indonesian state is based on five fundamental principles (Pancasila): 
belief in‘one god, humanitarianism, national unity, consensual democ- 
racy, and social justice. First enunciated by Sukarno in June 1945 as the 
value foundation of an independent state, in the New Order regime of 
President Suharto the Pancasila has been ideologically specified and 
operationalized to provide guidance for all reletionships in every social 
domain. Rather than the universal values embodied in the original for- 
mulations (later narrowed by Sukarno himself), Pancasila today is inter- 
preted as embodying traditional indigenous (idealized) values of social 
harmony and absence of political conflict, providing culturally neutral 
guidelines for behavior in a plural society where “development” tends to 
be measured by aggregate indicators of economic growth. Furthermore, 
by making Pancasila the official ideology of all Indonesians, Islam be- 
comes but one of five tolerated religious streams with no legitimate claim 
to exclusivity. 

In 1978 the government embarked on an intensive program of 
ideological training and upgrading through courses of study known by 
the contraction of the full Indonesian name as P4 courses.? By law 
(II/MPR/1978) all Indonesian citizens are to go through the P4 course. 
The first targets of Pancasila “upgrading” were bureaucrats, and the 
courses have now replaced the traditional “hazing” period in the univer- 
sities and will be in place in the junior and senior high schools in the 
1985/1986 academic year. In the lower schools Pancasila Moral Educa- 
tion (PMP) has become part of the standard curriculum. By cabinet 
decision in October 1984, it was decided to proceed with the Pancasila 
upgrading of alamas, Christian priests and pastors, and Balinese religious 
men. Other, voluntary, social groups have followed suit. Even the pros- 
titutes of Samarinda (East Kalimantan) have undergone P4 training “to 
increase their devotion and service to the community and the nation.’”* 

For the government, the internalization of Pancasila values is the 
necessary mental and spiritual prerequisite for citizens to discharge their 
duties in the state. For critics of the regime, hcwever, it is an effort to 
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buttress authority: for “liberals,” a conservative defense of the social and 
political status quo; for increasing numbers of Moslems, a denial of the 
proper role of the religion of, statistically at least, 90% of the population. 
Moslems place the campaign in the context of other government policies 
that were deemed anti-Islam: the abortive 1973 marriage bill, the strug- 
gle over the Ministry of Religious Affairs, the recognition of kebatinan 
(Javanese mysticism) as a religion, questions on the place of religious 
holidays in the academic calendar, etc., all part of a suspected official 
policy of secularization to deny a special place for Islam. To santri 
concerns about the political dominance of the syncretic Javanese are 
added more acute suspicions about Christian missionary designs on the 
faithful as well as insidious Chinese influence. 


| The Politics of Pancasila and Polarization 

To oppose the social and political impact of the Pancasila state is to 
become identified with the twin bugaboos of “extremism of the left” 
(communism) and “extremism of the right” (radical Islam), and in the 
government's mind the two are linked. The threat and occurrence of 
Moslem political violence has always been present and manifest. At its 
inception the republic was attacked by forces of Islamic orthodoxy 
wishing to create a theocratic state resting on Qu’ranic law rather than 
religious pluralism and tolerance. Historically, however, most Moslems 
have tried to advance their interests through legal political competition. 
The forced alliance of the four Moslem political parties under the United 
Development Party (PPP) umbrella disciplined Islamic electoral politics 
in the New Order framework. Nevertheless, the PPP—campaigning 
with the ka’abah as its symbol—did provide a focal point for Moslem 
political opposition to the government. However, in 1983 the decision 
was made that all political parties had to adopt Pancasila as their sole 
ideological principle, and in August 1984, after much protestation, a 
government stage-managed PPP congress fell into line. Islam as such is 
no longer openly the ideological foundation of the PPP. Even the use of 
its traditional symbol is in doubt. The Nahadatul Ulama party, the most 
resistant of the PPP’s constituent members, was expected to follow suit 
by adopting Pancasila as its sole principle at its December congress. 

For the santri community one of the lessons of the Dutch colonial 
experience that has contemporary relevance is that Moslems through 
their “socio-cultural” consciousness and activities cannot be separated 
from politics.> For this reason the greatest political focus in 1984 was on 
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the draft bill on mass organizations, one of five draft bills designed to 
centralize the institutionalization of Pancasila authority in Indonesian 
life. The draft bill on mass organizations would compel all social organi- 
zations, including voluntary organizations organized on the basis of re- 
ligious profession, to accept the Pancasila as their sole ideological princi- 
ple. The law as drafted gives the government broad interventionary 
powers and even the right to suspend or dissolve voluntary social organi- 
zations if they are not contributing to the development of a Pancasila 
society. Although government spokesmen repeatedly assured that the 
bill was not aimed at Islam, it was seen as a major attack on eny legitimate 
Islamic voice in critical matters of human affairs other than the narrowly 
religious business of the mosque and figth (Islamic law). 

Although the government's GOLKAR faction together with the mili- 
tary appointees have an automatic controlling majority in the parliament, 
it appears that the negative reaction to the social organization bill in 
Islamic circles has given some pause. Open hearings on the draft bills 
were held by the various parliamentary factions. Before the October 
recess a special parliamentary committee was formed to study the bills 
further with a view toward finding some compromise. The problem is, 
compromise with which Islamic groups? Islam in Indonesia does not 
speak with a single authoritative voice. The establishment Islamic in- 
stitutions, and especially the political parties, are domesticated in the 
New Order framework. The protest comes from nonestablishment, 
more radical elements who are perhaps touched by foreign influences. 
Growing numbers of the disaffected are convinced that the regime is 
fundamentally hostile to Islam and that the champions of religion must 
be found outside of legal politics and with thcse who would wave the 
banner of jihad. The year 1984 then saw acceleration of the development 
of a religious militancy which, in Ruth McVey’s words, “radically chal- 
lenges the socioeconomic and cultural assumptions of the established 
Indonesian order and appears as the spokesmen for the common man 
against an exploiting elite.’® 


The Political Economy 
A different dimension is given the Tanjung Priok affair when it is placed 
in the context of the accumulation of social and economic problems 
made even more intense in the urban slums of Jakarta or the other 
Indonesian cities of a million or more. Gen. Moerdani recognized that 
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the sources of unrest mobilizing antigovernment elements were more 
than just religious when he quipped that the instigators of agitation will 
say that “only the military and the Chinese enjoy the good life in this 
country.”’ The uttering of such sentiments, albeit couched in more 
sophisticated terms, caused some publications to lose their licenses in 
1984. Expo was banned in January for an article on the alleged govern- 
ment connections of Chinese billionaires. Topik was suspended in Feb- 
ruary for two articles tending to arouse class hatred among the poor. 
Fokus was banned in May for printing an article on wealth in Indonesia 
considered likely to create “negative social effects.” However, as the 
editorialist of the Catholic daily Kompas pointed out after the Fokus ban, 
“The problem of the economically strong and the economically weak, of 
those who are already enjoying the fruits of development and those who 
are still deprived of them is still with us.”® 

If the New Orders formula for success is “organizational 
superiority + economic growth = regime survival,”® i.e., legitimacy de- 
pends upon economic performance, then worrisome signs are on the 
horizon even though outwardly the macro economy looks healthy. In 
April Indonestia’s fourth five-year development plan (REPELITA IV) was 
inaugurated. It began with a FY 1985 “austerity” budget. The need to 
accommodate to the “post-oil era” led to slashes in subsidies for con- 
sumer essentials such as rice, sugar, and domestic fuel. It was the re- 
gime’s ability to make politically tough but economically rational deci- 
sions and enforce them that helped Indonesia successfully weather the 
impact of the global recession. 

The World Bank’s 1984 review of the economy found the Indonesian 
upturn much stronger than predicted and accepted as realistic the 5% 
annual growth target of REPELITA IV. Through the year the indicators 
continued to be encouraging, even as the international oil market 
slumped. The trade and payment figures seemed favorable. Inflation 
appeared to be under control. Yet there were disturbing anomalies, not 
the least the precipitous drop in domestic and foreign private invest- 
ment, perhaps to only a quarter of what it was in 1983. A number of 
factors have been advanced to explain this: uncertainties about the im- 
pact of the new tax policies, confusion over the debate on the anti- 
monopoly bill, a wait-and-see attitude toward the government's plans to 
privatize inefficient and price-controlled state enterprises, regulatory and 
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administrative bureaucracy, fear of economic nationalism engendered by 
the counter-purchase policy, etc. Whatever the reason, investment slug- 
gishness has raised questions about achievement of the 21.4% annual 
increase in private investment built into REPELITA IV. To stimulate 
investment, the government tried to create a more favorabie climate for 
nonindigenous (Chinese) investment in productive activity. In a widely 
reported and commented upon address to the Indonesian Chamber of 
Commerce and Industry in March, Gen. Moerdant called tor abandon- 
ment of the pribumi (ethnic Indonesian)/non-pribumi distinctions in 
economic matters. Some backlash to the effort to facilitate greater 
Chinese involvement in economic development can be discerned in the 
aftermath of the Tanjung Priok affair. The first bombings were of the 
Bank Central Asia, part of the holdings of Liem Sioe Liong whose link to 
President Suharto has come under bitter attack from regime opponents. 
Questions must now be raised about the effect that the drive for domes- 
tic capital will have on the delicate racial issue. 


Investment Strategy 

A significant issue in the investment strategy of REPELITA IV is the 
proper mix between labor intensive and capital intensive industries as 
well as the appropriate technology/high technology dichotomy. The 
pressing social need that directly relates to regime stability continues to 
be job creation, and it is independently expected that the employment 
situation by the end of REPELITA IV will worsen as the labor force 
population grows. Conservatively we might expect the unemployment 
rate to rise from the World Bank figure of 4.1% in 1980 to nearly 9%, or 
in absolute numbers, an increase from nearly 3 million to 10 million 
unemployed. To this we must add the nearly 30% of the population that 
is significantly underemployed. 

The ability of the agricultural sector to absorb employment is rapidly 
declining. One would expect an industrialization strategy that would 
emphasize labor intensive, small-scale industries with a high domestic 
content. Although the five-year plan attaches priority to job creation and 
small-scale industry (critics would call it only lip service), in fact it is still 
programmatically skewed to large-scale capital intensive ectivity with 
high import content such as the internationally uncompetitive and al- 
ready technologically obsolescent Cilegon cold rolling steel mill (another 
undertaking of the Liem group together with state-owned Krakateau 
Steel). Furthermore, the centerpiece of Indonesia’s industrialization 
strategy is the development of a high technology complex focused on 
dual capable military/civilian products of which the PT Nurtanio aircraft 
enterprise is the most highly visible. Although backed by powerful 
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political and bureaucratic interests, the spillover of this strategy in terms 
of jobs and technology transfer to small industry is arguable.?° 

President Suharto has vigorously denied as groundless and misleading 
charges that the economic development program benefited only a 
minority of the population and was widening the rich-poor gap. He 
places the program in the longer path of development on which In- 
donesia has been progressing since the first REPELITA in 1969. Social 
equity will emerge in this sequence in the sixth REPELITA (1994—- 
1999). The question is whether or not pent up social and economic 
demands, possibly linked to revolutionary Islam, can be contained until 
REPELITA VI without much greater coercion. 


Foreign Policy 
“Our voice should be heard. After all, we are a nation of 160 million 
people!” 

This statement is the bottom line justification for a new national 
assertiveness in Indonesian foreign policy. After years of carefully pro- 
jecting a nonthreatening, cooperative low profile in the region and 
beyond, Jakarta now is beginning to claim a role more consonant with its 
deeply felt need for leadership. In the words of former U.S. Ambassador 
to Indonesia David Newsom, it is a nation “which is reaffirming its 
position in the world and the historical view of its nationalism.” ™ That 
view is based not only on the political arithmetic of population but also 
on national perceptions of geostrategic importance, natural resources, 
“golden age” myths of Majapahit, and an implicit demand for respectful 
recognition on the international scene of the accomplishments of 
Suharto’s New Order regime. The desire to play a role more commensu- 
rate with Indonesia’s size, power, and interests was made official in the 
presidential tasking of the Fourth Development Cabinet announced in 
March 1983. The fourth item in the five point program (Panca Krida) 
called for the “intensification of Indonesia’s independent and active 
foreign policy.” 

A significant theme in the Indonesian message is that Indonesia is 
going to participate—struggle if necessary—in determining the regional 
political map. This is viewed as a natural policy demand of a major 
regional power, one that says it has a legitimate interest in the alterations 
of the regional status quo and the settlement of regional problems. Its 
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contemporary relevance, of course, has to do with the Kamrpuchean crisis 
in which Indonesia no longer is content to simply follow the lead of 
ASEAN’s frontline state. The more than five years of confrontation with 
Vietnam have in Jakarta’s view made the region vulnerable to Chinese 
political and strategic designs, further isolated and weakened Vietnam as 
a potential buffer to China, and impeded the development cf self-reliant, 
nonaligned regionalism. 


DUAL TRACK DIPLOMACY 

Fearing that simply tailing after Thailand (and by extension the PRC) will 
only lead farther down the road of a bleedirg diplomatic stalemate, 
Indonesia in 1984 aggressively pursued a “dual track” diplomacy, seeking 
through a bilateral dialogue with Vietnam a more “realistic” approach to 
compromise over Kampuchea than that necessarily consensually 
sanctioned in ASEAN’s diplomacy. The most dramatic foreign policy 
event of the year was General Moerdani’s official visit to Hanoi in 
February. This was the first visit of a senior ASEAN official to Vietnam 
since 1980 and was made apparently without prior ASEAN consultation 
or preconditions. Moerdani’s remarks downgrading any Vietnamese 
threat to Southeast Asia and accepting the existence of a China threat to 
Vietnam reflect Indonesian military frustration with the bargaining 
mentality of the frontline states. In the same month a delegation from 
Jakarta’s influential Center for Strategic and International Studies (CSIS) 
traveled to Hanoi to take part in an Indonesian-Vietnam seminar on 
problems of peace and stability in Southeast Asia. 

Vietnamese Foreign Minister Nguyen Co Thach failed to follow up on 
any possible openings when he visited Jakarta in March, in fact embar- 
rassing his hosts by his intransigence. With the opening of Vietnam's 
delayed “dry season” offensive and cross border incursions into Thailand 
in Operations against Khmer resistance camps, Indonesia “put to rest for 
awhile” ics efforts at dialogue with Hanoi, joining its ASEAIN colleagues 
in May and again in July in tough hard-line restatements of the ASEAN 
conditions. The rent in the fabric of ASEAN solidarity seemed mended. 

Almost immediately, however, Indonesians again had seccnd thoughts 
about the lack of flexibility on the Thai cum Chinese sice, privately 
worrying that the midsummer ASEAN rhetoric had been too harsh. 
Indonesia has been designated by ASEAN as its official interlocutor with 
Hanoi in an effort to make the dual tracks at least run parallel. Foreign 
Minister Mochtar resumed the “dialogue” with rhe Vietnamese in New 
York during the U.N. General Assembly session. A planned January 
1985 official visit by Mochtar to Hanoi will no doubt continue it. It is 
difficult to imagine, however, any substantive breakthrough in the im- 
mediate future. 
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LOOK EAST (BLOC) 
Foreign Minister Mochtar has likened dealing with the United States and 
the USSR to navigating between two coral reefs. A second characteristic 
marking Indonesia's 1984 foreign policy profile was a rhetorical moving 
back to a more equidistant position between the superpowers. This was 
accompanied by a campaign to expand commercial opportunities with 
the Soviet Union and Eastern Europe. 

The highlight of the year was Mochtar’s visit in April to Moscow, the 
highest ranking visit by an Indonesian in a decade. Although no progress 
was made with respect to Kampuchea, the visit was successful in setting 
the tone for closer economic ties, an Indonesian goal that was em- 
phasized by President Suharto in accepting the credentials of the new 
Soviet Ambassador to Indonesia in May. The concentrated effort in 1984 
to expand economic contacts with the Soviet Union and other Eastern 
European countries is part of the general Indonesian attempt to boost 
non-oil exports. A large delegation from the Indonesian Chamber of 
Commerce and Industry toured the Soviet Union in June. They returned 
prudently optimistic about the prospects laid out to them by their Soviet 
hosts. In October, Coordinating Minister for Economy and Finance Ali 
Wardhana led a government delegation to the Soviet Union, Hungary, 
Czechoslovakia, and East Germany. Meanwhile, many of the regulatory 
restrictions that had been in place since 1967 constraining direct trade 
and shipping contacts with communist countries were lifted during the 
year. 

It was not purely economic interest that justified the openings to the 
East. Indonesian analysts placed the policy squarely in the framework of 
equidistance berween the two superpowers in a region where, from the 
Indonesian point of view, the long-term threat is from China, and a 
signal, perhaps, to the United States that Indonesia has other options if 
the U.S. should place a higher value on its China connection than on 
ASEAN. President Suharto accepted an invitation for a state visit to the 
USSR. The outlines of a substantially more “nonaligned” foreign policy 
were discernible in 1984, but they still do not contain “normalization” of 
diplomatic relations with the Pebple’s Republic of China. On the other 
hand, there now appears to be an elite civilian/military consensus 
emerging favoring the opening of direct trade relations with the PRC. 


CLOSE NEIGHBORS 
Indonesia- Papua New Guinea relations were seriously impaired during 
the year as Indonesian military activities along their common border and 
the presence of perhaps 9,000 Irian Jaya “refugees” or illegal border 
crossers led to bitter and sometimes undiplomatic verbal exchanges 
between the two countries. These moved from technical issues of prior 
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communication on border exercises and the administration of repatria- 
tion to broader issues of Indonesian cultural policy in Irian Jaya and 
PNG sympathy for Melanesian separatism. Jakarta was particularly cha- 
grined by the PNG attack in the U.N. General Assembly in October, 
echoed by Vanuatu. The breakdown in the relationship comes inoppor- 
tunely for Jakarta since another aspect of its new policy emphasis has 
been on developing closer relations with the nations of the South Pacific, 
both bilaterally and through ASEAN. This is part of the “human re- 
sources development” program being formulated by Indonesia following 
the June 1984 ASEAN decision to be more Pacific-conscious. 

The irritated PNG border area also contributed to a further lowering 
of the temperature in an already cool Indonesian-Australian relationship. 
Although Canberra assiduously tried to avoid any hint of involvement or 
interference, the dispute itself tended to confirm suspicions harbored by 
many Australians, particularly in the ruling Australian Labour Party, 
about Indonesia’s long-range objectives. This, of course, was linked 
publicly to the East Timor issue, which still arouses passion. That the 
problem in the relationship is not simply one of atmospherics, style, or 
the causes of the “left” was clearly demonstrated in March 1984 by the 
leaking of an Australian secret, cabinet-endorsed defense document that 
considered the possible, but in the near term unlikely, use of force by 
Indonesia against Australia in various scenarios including political insta- 
bility in Indonesia itself. 

Although East Timor for some external observers in Australia and 
elsewhere might still be the referent for evidence of Indonesian expan- 
sionism, security forces in mid-1984 claimed that Fretilin’s organized 
resistance finally had been crushed, this after a renewed military cam- 
paign following the collapse of earlier policies of peaceful reconciliation. 
At the United Nations, one of the few remaining venues for effective 
Fretilin diplomacy, the General Assembly for the second year in a row 
postponed debate on the question. 


Conclusion 
Jusuf Wanandi of Jakarta’s CSIS, an intellectual unit spurring the new 
higher international profile, has been quoted as saying, “The world’s 
going to be hearing a lot more from Indonesia now.” Its voice has been 
quiet but increasingly firm. In viewing Indonesia’s international position, 
three factors have been identified as contributing to its contemporary 
constructive regional role: internal political stability, economic growth, 
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and foreign policy consistency.* The last, foreign policy consistency, 
which is further described as conciliatory, amicable, and flexible, is in 
large measure dependent on the first two, essentially domestic condi- 
tions. Although there is no empirical basis for expecting domestic break- 
down and upheaval, we are not so far removed historically from the 
stridency of Indonesia’s Old Order and its foreign policy excesses not to 
have some question about how high the new foreign policy profile might 
become if some of the political and structural problems of Indonesia 
remain unresolved through REPELITA IV and the expected 1988 presi- 
dential succession. 
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The Philippines entered 19&4 confronted with seri- 
ous challenges to its political and economic stability. These challenges, 
spawned but largely latent during the decade of martial law and its 
immediate aftermath, burst into public consciousness in the wake of the 
assassination of opposition leader Benigno Aquino, Jr., in August 1983. 
The killing provoked a national and international reaction of outrage and 
dissatisfaction over conditions in the country of dimensions unsurpassed 
in the peacetime history of the nation. The credibility of the government 
of President Ferdinand Marcos was placed under severe strain as a result. 
The assassination further aggravated a growing economic crisis, which 
came to a head concurrently, casting into doubt the Philippines’ ability to 
meet its international financial obligations and ceusing a sharp reduction 
in domestic economic activity. The ensuing year was dominated by 
efforts by the Marcos government and concerned elements of the soci- 
ety, each from its own perspective, to help the country work its way out 
of the difficulties. Political developments offer some grounds for encour- 
agement. The economy, however, has continued to slide alarmingly, 
although here too the framework for an eventual stabilization has at least 
been put in place. The situation remains fragile. Meanwhile, a third 
fundamental cause for concern has been the steady growth of a 
Communist-oriented insurgency in the provinces and the increasing 
militance of its ideological counterparts in the urban centers. As the year 
ended, reports of a renewed deterioration in the health of the President 
created additional uncertainties about the country’s future. 


Looking for Political Solutions 
Two events dominated the political scene in the Philippines in 1984— 
parliamentary elections in May and the official investigation of the cir- 
cumstances surrounding the death of Aquino. Either event had the 
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potential, depending on its outcome, of touching off new convulsions 
and further polarizing pro- and anti-Marcos elements of the society, or of 
providing evidence that the democratic tradition and the rule of law were 
reasserting themselves at a time when they were badly needed. 

As the year began, the massive demonstrations of pro-Aquino, anti- 
Marcos sentiment of the previous autumn had waned. Political opposi- 
tion elements, concerned businessmen, and professional groups, as well 
as powerful voices within the governing KBL Party and the Catholic 
Church were seeking other, more effective means of utilizing the 
heightened public political consciousness to bring about tangible reforms 
to strengthen national political institutions. A first success was registered 
on January 27, with the ratification by plebiscite of four constitutional 
amendments, the most significant of which reinstates the office of vice 
president with the next presidential election in 1987 and spells out new 
interim succession arrangements, should President Marcos die before 
then. Although Marcos had largely recovered by January from the seri- 
ous health problems that hampered his activities and decisiveness during 
and after the assassination, this amendment did much to allay apprehen- 
sions that a possibly violent power struggle could result were Marcos to 
leave the scene suddenly. 

Opposition leaders were then faced with two key questions relating to 
the May elections—whether the Marcos government would agree to 
election ground rules that offered some promise of opposition gains, 
and whether they should even then participate at all, given the ineffectu- 
ality, in their view, of the National Assembly as a lever for influencing 
the actions of the President. As had frequently happened in the past, 
opposition ranks were divided on these issues. Aquino’s old PDP/Laban 
Party and the United Nationalist Democratic Organization (UNIDO), an 
umbrella organization of anti-Marcos elements in the two major pre- 
martial law political parties and other regional groups headed by former 
Senator Salvador Laurel, were inclined to give the democratic process 
another chance——in line with Aquino’s own intention in returning to the 
Philippines—provided that the government agreed to essential election 
reforms. Others, including former Senators Lorenzo Tanada and Jose 
Diokno, Aquino’s younger brother Agapito, and some leftist groups, 
favored boycott and agitation to force Marcos to step down or at least to 
relinquish the decree-making, summary arrest, and other arbitrary pow- 
ers he had retained for himself upon formally lifting martial law in 1981. 
Despite unavailing efforts to find a common position, the two factions 
stood their ground. UNIDO and PDP/Laban announced for partici- 
pation in late February, and the boycottefs went ahead with their plans. 

Marcos, having acquiesced in the January plebiscite to restore one- 
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on-one electoral districts in place of the less popular, but from his 
standpoint more manageable, regional slate system of electing assem- 
blymen, was not inclined to make further major reforms, although he did 
agree to certain minor improvements in electicn ground rules. In the 
event, the most significant of these proved to be the accrediting of the 
National Movement for Free Elections (NAMFREL), an independent 
election oversight group, to monitor polling places throughout the 
country to prevent fraud, coercion, or manipulation of the vote count. 

The election outcome surprised everyone. The opposition parties, 
campaigning on a platform that the Marcos government nad lost all 
credibility and was the cause of the nation’s woes, won 61 of the 183 
seats, up from 16 in the outgoing Assembly. Progovernment candidates, 
emphasizing stability and a firm hand on the tiller, achieved a solid 
majority, but watched many of their stalwarts go down to defeat, includ- 
ing four incumbent cabinet ministers and 16 of 21 candidates in Manila. 
The voter turnout was impressive. Jaime Cardinal Sin, no apologist for 
the regime, described the elections, despite flagrant irregularities, as the 
“cleanest and most honest” since the imposition of martial law in 1972 
and possibly “among the best... since World War II.” Although their 
ability to shape legislation remains minimal at best, the new opposition 
assemblymen have gained a prominent forum where, thanks to the more 
vigorous and independent press that has emerged since the assassination, 
their views can be aired and heard by a more significant audience than 
was the case when they were confined solely to the “parliament of the 
streets.” The boycotters and more radical elements of the society re- 
ceived at least a temporary setback, as the electorate overwhelmingly 
reaffirmed its preference for elections over violence as the vehicle for 
seeking political change. 

The new National Assembly convened in July. Prime Minister Cesar 
Virata was reconfirmed in office, and the Marcos cabinet underwent few 
changes, most notable of which was the appointment of respected par- 
liamentarian and former Senator Arturo Tolentino to fill the Foreign 
Ministry vacancy created by the retirement, six months earlier, of the 
distinguished statesman, Carlos P. Romulo. In accepting the appoint- 
ment, Tolentino, who has repeatedly called for constitutional changes to 
abolish Marcos’ decree-making powers, made clear his intention to con- 
tinue to speak out on controversial issues. Mrs. Imelda Marcos, the 
President’s wife, did not run for reelection, but retained her cabinet 
position as Minister of Human Settlements. Her political activities until 
late in the year were generally more subdued than hitherto, and the 
opposition victory in Manila, where she is governor, was seen as a further 
blow to her prestige. As a result, there is less speculation about the 
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likelihood of her succeeding her husband as the next president, although 
of late she has begun to take on a more prominent role again. 

Nicanor Yniguez, an elderly Leyte assemblyman and longtime friend 
of the President, was named Speaker of the Assembly, a position that, 
under the new succession provisions, would make him caretaker chief of 
state, pending a new election, should the President die before his term 
expires in 1987. Former House Speaker Jose Laurel, Jr., was elected 
opposition floor leader, and the opposition Assembly ranks included 
several notable figures, including former Senators Eva Kalaw and Ramon 
Mitra, former Supreme Court Justice Cecilia Munoz-Palma, Cagayan de 
Oro Mayor Aquilino Pimentel, and Misamis Oriental Governor 
Homobono Adaza. The KBL, with its large majority, is still able to move 
its legislative measures through, but the new Assembly is noteworthy in 
that national issues are being heatedly debated there and government 
programs are being challenged in a manner unknown since pre-martial 
law days in 1972. One indication of KBL concern over the opposition’s 
electoral successes and the continuing economic crisis was an announce- 
ment by Deputy Prime Minister Jose Rono in December that legislation 
would be considered to consolidate the 1986 local elections and the 
1987 presidential election and hold both on the same date, presumably 
in 1987. 


The Aquino Investigation 

The official investigation of the Aquino assassination continued through- 
out most of the year. Hearings by the five-member board appointed by 
the President began in November 1983. Headed by former Court of 
Appeals Justice Corazon Agrava, the board, through its systematic and 
uncompromising approach to a highly difficult assignment, gradually 
overcame much of the widespread initial skepticism that it would do little 
more than sanction the contention of the Armed Forces of the Philip- 
pines that Aquino was killed by Rolando Galman, a professional hit man, 
on behalf of communist subversives. The hearings, held publicly in 
Manila, Japan, and California and extensively covered by domestic and 
international media, repeatedly brought forth conflicting eyewitness ac- 
counts of the sequence of events surrounding the killing. 

After several months of sifting through the thousands of words of 
testimony, the board announced its findings in late October. All five 
members unequivocally repudiated the alleged communist hit man ver- 
sion of the military and concluded that a conspiracy existed within the 
military to murder Aquino. The board was divided, however, over the 
level of responsibility within the military, causing Mrs. Agrava to issue a 
minority report, naming only Aviation Security Command chief Brig. 
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Gen. Luther Custodio and six enlisted men who escorted Aquino from 
the aircraft as definitely involved. The report of the other four board 
members, on the other hand, implicated 25 military men and one civi- 
lian, including the chief of staff, General Fabian Ver, and another 
general. Upon receipt of both reports, President Marcos immediately 
placed General Ver on leave status, although he openly defended Ver 
against the majority report's accusation and criticized its findings. Ver’s 
deputy, respected Lt. Gen. Fidel Ramos, took over as acting chief of 
staff. Marcos then ordered the case submitted for investigation and 
“immediate trial” to the Sandiganbayan, a judicial body headed by an 
ombudsman (Tanodbayan) that normally deals with charges of graft and 
corruption against minor government officials. Meanwhile, Marcos’ crit- 
ics, including business and church leaders, claiming that the Sandigan- 
bayan is ineffective, has no experience in trying a murder, and is staffed 
by Marcos loyalists, demanded appointment of an impartial prosecutor 
and independent judicial body to try the case. 

The board's findings presented a serious dilemma to Marcos. On the 
one hand, he would be reluctant to see his relative, longtime friend, and 
most loyal lieutenant prosecuted or have his name besmirched, thereby 
risking the possibility of a reaction from other elements in the military. 
On the other hand, Marcos is aware that a less than credible judiciary 
proceeding against the accused men, resulting in cheir acquittal or token 
punishment, would almost certainly provoke widespread public protests 
that would rival, if not exceed, those that took place after the assassina- 
tion itself. This issue will thus continue to hang by a thread as long as the 
trial continues. l 


A Growing Insurgency 
Compounding Philippine political and economic woes and clearly 
benefiting therefrom is the accelerating armed insurgency. The New 
People’s Army (NPA), the military component of the Communist Party 
of the Philippines, has expanded its scope of operations beyond the 
traditional center of Philippine radicalism in central Luzon to establish a 
presence in some three-fourths of the provinces. Though difficult to 
estimate, its numbers are growing and comprise approximately 10,000 
armed guerrillas, with perhaps another 10,000 active sympathizers. 
During 1984, the NPA frequently operated in company- or even 
battalion-sized units, and the number of armed clashes may have doubled 
over previous years. NPA activities were particularly heavy in eastern 
Mindanao and northern Luzon. In addition to carrying out direct military 
operations, the NPA engaged in various terrorist acts and assassinations 
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of officials accused of corruption, extortion and blackmail, political agi- 
tation, and forced recruitment. 

Meanwhile, the counterinsurgency effort of the armed forces con- 
tinued to be hampered by problems of leadership, reduced defense 
budgets, equipment, mobility, and logistic support, while the insurgents’ 
cause was abetted by public perceptions of widespread instances of 
military abuse against local populations. The government is accordingly 
in the process of reorienting its military planning away from external 
defense in order to give greater priority to the internal threat. 

These activities coincided with the growing militance in urban centers 
of the NPA’s mother organization, the clandestine Communist Party of 
the Philippines, which operates through various legal front groups as- 
sociated with the National Democratic Front (NDF). By espousing all 
the causes that had become the focus of public demonstrations among 
nonradical Filipinos, including the assassination, anti-Marcos sentiment, 
inflation, unemployment, the election, the boycott, the Agrava Board 
report, and many others, the NDF attempted to infiltrate many moderate 
organizations or to exploit them for its own purposes. 


The Faltering Economy 

As 1984 began, the Philippine economy faced the most serious crisis in 
the history of the nation. The severe worldwide recession of the previous 
years, adverse terms of trade, a growing public sector deficit, and exces- 
sive borrowing from abroad had led to an outstanding public and private 
debt amounting to $26 billion. Compounding growing disillusionment 
over poor national economic management, the Aquino assassination 
provoked a sudden surge of capital flight and disinvestment. Faced with 
deepening fiscal and balance of payments problems, the Philippine gov- 
ernment sought and obtained from its foreign private creditors in Octo- 
ber 1983 a three-month moratorium on repayments of debt principal to 
avoid defaulting on its international commitments. Shortly thereafter, 
Prime Minister Virata and the Central Bank turned to the International 
Monetary Fund (IMF) for assistance in reaching a standby agreement, 
designed to make possible the rescheduling of existing obligations to 
foreign banks and governments and the acquisition of new money from 
both private and official sources to place the economy on a more work- 
able foundation. 

Negotiations with the IMF proved to be extended and difficult. Two 
major complications were the discovery that Central Bank reserves were 
substantially less than the figure cited by the government and the Central 
Bank’s failure, at least during the initial stages of the negotiations, to 
limit the growth of the money supply. As a result, the IMF insisted on 
verifying the governments monetary performance data. In the interim, 
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the commercial bank moratorium had to be extended four times at 
three-month intervals. Further difficulties arose over the nature of the 
austerity program the Philippine government would institute to help put 
its economic house in order. 

Agreement was reached with the IMF on November 2, and the IMF 
Executive Board gave its approval on December 14. Over the next 
eighteen months, the IMF will provide standby credits amounting to 
SDR 615 million. The Philippines will look to ‘ts creditors for restruc- 
turing of $9 billion in existing loans and for seme $3.1 billion in new 
loans, $925 million of the latter to come from a commercial bank 
financing package and the remainder from the World Bank, the Asian 
Development Bank, the U.S. and Japanese governments, and other 
official donors. As a stopgap measure, the U.S. Treasury Department 
authorized disbursal in November of a $45 million loan bridged to the 
first tranche of the IMF credits. Japan and Korea made available addi- 
tional bridging amounts of $30 million and $5 million, respectively. On 
December 20, the Paris Club agreed on official debt rescheduling terms, 
providing for Philippine repayment of the rescheduled amounts over five 
years with five years of grace. | 

In the short term, the austerity program adopted by the Philippine 
government will impose additional hardships upon an already be- 
leaguered economy. After undergoing in June its third devaluation in 18 
months, the peso is being allowed to float at market razes. Earlier, 
restrictions had been placed on imports, government expenditures had 
undergone substantial reductions, the budget was trimmed by 5% across 
the board, and restrictions on foreign investment were loosened. Under 
the new austerity measures, import and exchange restrictions were re- 
moved. Further attempts would be made to reduce the money supply, 
and food, petroleum, and other commodity prices would be reset to 
correspond to the current value of the peso. Moreover, a timetable was 
established foreseeing the decontrol of monopoly arrangements pre- 
vailing in the agricultural sector, specifically on sugar and coconut. 

Despite the undoubted boost which the IMF agreement will provide, 
the economic outlook remains bleak. Inflation was expected to run at an 
annual rate of 50% for 1984, though it is expected to fall to pre-1984 
levels by the end of the IMF program. The country anticipated register- 
ing a negative GNP growth rate of between 4% and 6%, and a negative 
growth rate is also anticipated for 1985. Real standards of living are 
expected to continue to fall for the next several years, and historic levels 
of unemployment are anticipated. On the bright side, Philippine exports 
began to pick up in 1984, while imports registered a decrease. 

If the country is to work its way out of its difficulties, much depends on 
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the government's good faith in implementing its part of the IMF agree- 
ment, an admittedly formidable task. Apart from benefiting the in- 
surgency, Philippine economic problems are only now beginning to spill 
over into political events. But the leadership is aware that this situation 
could change drastically if economic conditions get markedly worse. 
Thus, pressure for both political and economic reforms that would serve 
to raise public confidence continues to be intense. As bad as the overall 
situation is, however, the country’s outlook is probably better than it was 
a year ago. 


The President’s Health 


A sudden deterioration in President Marcos’ health since November 
created new cause for alarm. The various opposition groups immediately 
convened meetings designed to unite behind one opposition presidential 
candidate if Marcos’ death or incapacitation precipitates a sudden elec- 
tion. The difficult decisions the Philippines faces in the months ahead 
require enlightened leadership at all levels of the government and of the 
society. Although the government has attempted to downgrade the 
seriousness of Marcos’ illness, the prospect of having to function over 
any extended period with a weakened president would put that leader- 
ship to its most severe test to date. 





MALAYSIA IN 1984 
No More Free Lunches? 


Zakaria Haji Anmad 











Toward the end of 1984, Prime Minister Datuk Seri 
Dr. Mahathir announced that his government will “study all the policies 
which affect the national economy to determine whether they are benefi- 
cial or otherwise” and, “if they have not [achieved their objectives], 
to find out why and what we must do to correct the situation.”! His 
statement, however, may only be emphasizing the importance of 
economics in public policy, which had become apparent soon after he 
assumed the top office in the land in 1981 when his predecessor, Tun 
Hussein Onn, voluntarily retired. Since then, the government has closed 
down a significant number of unprofitable public enterprises and has 
gradually been withdrawing subsidy schemes in the agriculture sector. In 
the words of Dr. Mahathir himself in his adcress to a seminar on 
“invisibles” trade at mid-year, “Malaysians must realize there is no such 
thing as a free lunch——it is merely a matter of whether you pay now or 
later.” 

If the prime minister's emphasis on economics was not new, the political 
basis and impact of his thinking on national decision making were given a 
vitality and assured legitimacy with the developments of 1984. However, 
the emphasis on economics does take cognizance of the globel recession 
that has affected Malaysia’s balance of payments and a rising debt prob- 
lem.? The year was not devoid of issues and affairs of importance or 
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speculative interest such as the threat of religious extremism, the kafir- 
mengkafir debate, the leadership crisis in the Malaysian Chinese Associa- 
tion (MCA), the continuing despair over the Bank Bumiputra Finance 
(BMF) loans scandal in Hong Kong, Malaysia’s chairmanship of the 
ASEAN Standing Committee, and the controversies over Bukit China 
and Papan, but on the whole it can be said the course of the government's 
stability and of the leadership’s primacy was assured. 

The most important event in 1984 was the 35th General Assembly of 
the United Malay National Organization (UMNO), the dominant party 
in the ruling Barisan Nasional (BN, or National Front) coalition. The 
Assembly set the stage for Mahathir’s unhindered helmsmanship of 
UMNO and the country when he won unopposed the party presidency 
and the chairmanship of the Supreme Council. A battle royal was again 
played out at the Assembly’s triennial elections, which determine the 
holders of party executive posts for the next three years, when Deputy 
Prime Minister Datuk Musa Hitam and Finance Minister Tengku 
Razaleigh Hamzah contested for the deputy presidency. There was a 
third contender in the person of former UMNO Youth leader Datuk 
Harun Idris, but he lost abysmally. Datuk Harun had campaigned on the 
need for a “check” on the government policies from within UMNO and 
his challenge was dubbed the “warso” factor,* but clearly such a stand was 
inconsistent with the mood of the party, whose representation at the 
Assembly indicated the strength of business-entrepreneurial party adhe- 
rents against that of the school teacher variety as previously had been the 
case. 

At the last such elections in 1981, Datuk Musa beat Razaleigh by 205 
votes (722 to 517), but he bettered this to 243 in the May UMNO 
Assembly (744 to 501). Both the Mahathir and Musa victories will 
enable the continuation of the “2-M” government until at least 1987 
(when the next general elections will also be held), but they also indicate, 
especially for Mahathir, UMNO’s support for his leadership and policies 
that had earlier drawn criticism and rumblings from several party groups 
and individuals. If there had been factions within the party unhappy with 
the 1983 constitutional proposals initiated by Mahathir concerning the 
role of the monarchy and royalty,® clearly in 1984 such misgivings 
dissipated. Also, no sign of the dissonance regarding Mahathir's stated 
support for Musa as had arisen at the 1983 Assembly was now evident. 
The prime minister's speech itself was significant in that he mentioned 
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the emergence of “money politics” in the election campaigns of various 
candidates, indicating perhaps that the party soon would restructure its 
representation system to reduce the severe infighting for posts. 

More important, the Assembly provided for the affirmation of 
Mahathir’s leadership, which in turn allowed the basis for a reshuffled 
cabinet, more professional and technocratic than any other up to now in 
spirit and composition and comprising in the key posts “all the prime 
minister’s men.” Although Datuk Musa’s role is not to be downgraded, it 
may be appropriate to call the cabinet of June 1984 “Dr. Mahathir’s 
cabinet,” and perhaps also to refer to a “Dr. M government” rather than 
the “2-M administration.” 

Mahathir’s functionaries are in the key posts. Holding the Finance 
portfolio is newcomer Daim Zainuddin, a self-made businesman-cum- 
politician from Dr. M’s home state of Kedah and known to have his ear.® 
With the emphasis on economics and a more businesslike approach to 
the economy, Daim’s appointment will allow Mahathir to run the coun- 
try “from his chest.” Daim took over from Tengku Razaleigh who 
moved to Trade and Industry. That Razaleigh was retained in spite 
of his losing the UMNO election illustrates his continued utility to 
Mahathir’s concept of party unity as well as his expertise in economic 
matters. Datuk Abdullah Badawi, Mahathir’s link to the civil service and 
the person responsible for the implementation of the “Look East” policy, 
is now Education minister, while his previous position as minister in the 
Prime Minister's Department was taken over by another “Dr. M man,” 
Datuk Khalil Yaakub. Anwar Ibrahim, ex-ABIM (Malaysian Islamic 
Youth Movement) leader whom Mahathir coaxed to join the govern- 
ment in 1982, was entrusted with the problem-ridden but politically 
important (in terms of UMNO’s strength in the Malay-dorinant rural 
sector) Agriculture portfolio after a languishing stint in the Culture, 
Youth and Sports Ministry. The previous incumbent of the Trade and 
Industry portfolio, Tengku Ahmad Rithauddin, is now che foreign 
minister, replacing Tan Sri Ghazali Shafie who has “retired.” Mahathir and 
Datuk Musa continue to be responsible for Defense and Heme Affairs, 
respectively. In a word, the June 1984 cabinet signifies a “new” team 
with those seen as Mahathir's men holding the key posts vital to the 
changes the prime minister would like to implement in the country. It 
also shows Mahathir’s “control” over five key areas—defense, home 
affairs, finance, education, and foreign affairs. 

Mahathir’s ascendancy in the political arena led veteran (retired) Op- 
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position leader Tan Sri Dr. Tan Chee Koon in his weekly column in The 
Star, “Without Fear or Favour,” to refer to his cabinet as a “presidential” 
one.’ A civil service rumor has it that it is now impossible to fell a tree in 
Kuala Lumpur without his permission. Apocryphal or not, there were at 
least two occasions during the year when Mahathir himself made unoff- 
cial or surprise inspections of projects he is interested in, including the 
new toll and immigration booths at the Johore Baru point of the cause- 
way and the facilities at the newly renovated Subang international air- 
port. 

In 1984 too, the hand or thinking of Mahathir was critical in the New 
Agricultural Policy guidelines as well as in the Mid-Term Review of the 
Fourth Malaysia Plan. Similarly, it is likely that he was instrumental in 
the formulation of the 1985 budget announced by Daim in October, one 
that generally seeks to provide better incentives to investment by 
businessmen through a reduction in personal income tax. It was also clear 
that the target of achieving a population of 70 million by the year 2099 as 
announced in 19848 is an idea formulated by the prime minister himself. 

Nevertheless, given the emphasis on a leaner government expendi- 
ture, the Mahathir government seemingly has not been so bent on 
pushing hard on the 1983 BMF loans scandal that amounted to a loss of 
US$0.74 billion in public funds. Although a committee of inquiry was set 
up, repeated calls by the public and even by the UMNO Youth (led by 
Anwar Ibrahim himself) and former premier Tun Hussein for a royal 
commission with wide powers and terms of reference have yet to be 
responded to. Finance Minister Daim in press statements has repeatedly 
assured that “action will be taken against the culprits.” The government 
attempted to partially compensate the BMF loss, which in turn had 
caused a loss of credibility to its parent company, the Bank Bumiputra 
Malaysia Berhad (BBMB, a largely government-financed financial un- 
dertaking), by getting PETRONAS, the national petroleum corporation, 
to buy up BBMB. This exercise, though, did not placate some observers, 
and one member of the public pressed for litigation on the grounds that 
such a takeover is not legal. 

Prime Minister Mahathir’s policies continued to be set in motion 
during the year, especially those employing his emphases on “Look East” 
and “the absorption of Islamic values.” Although it was interpreted by 
the press that he made a scathing attack on the Japanese at a Malaysia- 
Japan colloquium in Kuala Lumpur in August,® Mahathir dismissed the 
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characterization as “one made at an academic meeting” and emphasized 
the continuation of his “Look East” policy when he visited Japan a month 
later.!° He has continually rebutted the charges of critics that such a 
policy favors Japanese and South Korean contractors at the expense of 
local builders in tenders for building contracts. 

On “the absorption of Islamic values,’ which is more an effort to 
infuse a modernizing spirit in the Malays, the government issued a set of 
“Islamic work ethic guidelines” as “part of the efforts to create a respon- 
sible, efficient, trustworthy and clean administration in the public and 
private sectors.” However, it is apparent that the government has had to 
be on the defensive against the charges of critics that it is not Islamic 
enough, and to tread warily lest its policy offend the non-Muslim ele- 
ments of the society. Against charges of the opposition Muslim party, 
PAS, that the UMNO government is kafir (infidel), Mahathir proposed 
a public debate between the two parties to “resolve the issue.” However, 
the debate scheduled for November was canceled by the Yazg diPertuan 
Agong (supreme ruler) on various grounds. The swell of an “Islamic 
resurgence,’ however, clearly led to excesses that threatened not only 
discipline in the armed forces but also public order. The Malaysian 
government was quick to take necessary action, even enforcing the 
Internal Security Act (ISA) that allows for preventive detention, and 
close to year's end issued a White Paper titled Threat to Muslim Unity 
and National Security. The White Paper revealed the threat of Islamic 
extremists who were prepared to use violence in the name of religion 
against the government, as well as the deviationist teachings of some that 
were “tantamount to confusing the people.” 

Two issues continued to be reported in the press throughcut the year, 
which in retrospect provided entertainment for the public in the form of 
allegations and counter-allegations berween the government and the 
opposition (as well as certain groups). Specifically, they concerned the 
dumping of radioactive waste at a dumping ground at Papan in Perak 
state and the proposed development of the historic site of Bukit China in 
Malacca state. The debate on these issues is still proceeding, although it 
is likely that they will be resolved in a way satisfactory to all parties; in 
this regard, it is to be noted that the government has been much more 
responsive to the public’s demands than previously. Indications are that 
in Papan the government will provide more safety measures, and in the 
case of Bukit China it is more likely that its proposed development will 
be stalled. 

A problem that continues to elude a solution is the split in the MCA, 
the dominant Chinese party in the Barisan Nasional. Although mediation 


10. The Star, October 16, 1984. 


MALAYSIA 211 


efforts have been made, slow progress prompted Datuk Musa at year’s 
end to suggest as an option that the MCA leave the Front so as to enable 
it to solve the division between the faction led by the MCA’s acting 
president, Datuk Dr. Neo Yee Pan, and the breakaway or expelled 
group led by Tan Koon Swan. (UMNO, through the efforts of its 
Supreme Council member, Ghafar Baba, had tried in vain to act as a 
mediator). But Musa’s suggestion drew only chagrin and even displea- 
sure from both MCA factions. The MCA crisis lends little credibility to 
Chinese representation in the interracial Barisan, and portends serious 
repercussions for the whole setting of ethnic politics that has been the 
pattern for the last four decades or so. The denouement of the MCA 
drama as such, even if leading to a solution in 1985, may affect party 
cohesion and its role in the BN in the long run. 

Some initiatives in 1984 may provide the basis of better prospects for 
the integration of peninsular Malaysia with Sabah and Sarawak. The most 
significant development was the incorporation of the island of Labuan as 
part of the Federal Territory (which until then only comprised Kuala 
Lumpur and its environs), thus bringing the central government closer 
than ever before to the Bornean part of Malaysia. Another idea mooted 
was that of an inexpensive ferry service between the two areas to encour- 
age greater travel, tourism, and contact between people in the peninsula 
and in Sabah and Sarawak. Still in the pipeline—but for which a feasibil- 
ity study has been done—is the idea of transmission of electricity from 
hydroelectric projects in Sarawak to the peninsula by means of an under- 
sea cable. The urgency of the integration issue was reemphasized in 1984 
by Sabah’s chief minister, Datuk Harris Salleh, when he publicized the 
problem of a large refugee population from the Philippines in his state. 

In the area of foreign policy, Malaysia assumed the chairmanship of the 
ASEAN Standing Committee, and this has prompted thinking in Wisma 
Putra (the Foreign Ministry) about raising the issue of “where does 
ASEAN go from here?” One idea that has been suggested is that of 
making Southeast Asia a “nuclear-free zone.” But indications are that the 
Kampuchean issue will remain a topmost priority. 

Prime Minister Mahathir’s imprint on foreign policy continued un- 
abated in 1984, highlighted by his visits to both industrialized and 
developing countries. He went to the United States, Australia, New 
Zealand, Japan, France, Switzerland, and Italy, and also made visits to the 
South Pacific (in Papua New Guinea he attended the 4th Commonwealth 
Heads of Government Regional Meeting), North Africa (Libya, Mali, 
Egypt), and the Maldives. Discussions during these visits centered on 
investment and trade opportunities, “South-South” relationships (espe- 


212 ASIAN SURVEY, VOL. XXV, NO. 2, FEERUARY 1985 


cially technical cooperation), Islamic unity, and Malaysia’s desire to ex- 
pand ties with “nontraditional” countries. The economic theme in 
Malaysia's foreign policy was stressed more in 1984, and the government 
exhorted not only its diplomatic service to go beyond its traditional 
political analysis role and move toward selling Malaysia and attracting 
investment, but also encouraged the country’s soga-soshas (trading com- 
panies) to play a more international role. Mahathir’s impact in this area is 
also reflected in his theme of “equality” between nations in an interde- 
pendent world and the need for a less protectionist stance in trade on the 
part of the developed countries, as well as his exercise of leadership in 
international thinking (pushing Antarctica as Mankind’s common heri- 
tage and a better appreciation in the West of Islam as a modernizing force 
and not as a feudal religion). 

A rethinking seems to have emerged in the area of security and 
defense, perhaps because the ‘threat of a foreign invasion “from the 
north” has been downgraded since 1979. Early in the year, Datuk Musa 
expounded on the theme of “comprehensive security,’ which has as its 
central pillar the notion of “national resilience.”'! To this end, more 
emphasis will be given to other factors such as economic, social, and 
political considerations in the thinking and preparation for national de- 
fense and security, albeit concrete proposals for implementation remain 
unclear. In view of the recession affecting Malaysia, defense and security 
spending for development items were reduced by a whopping 64% and 
52%, respectively, for 1985. Some speculation centered on an intended 
purchase of Soviet helicopters with the visit of a high-level defense team 
to the USSR late in the year, but this did not in any way signify a 
departure from the orientation of the armed forces and the government 
in terms of weapons purchases from traditional sources, the noncom- 
munist countries. 

One aspect in 1984 thar did not surface was that of an expected 
confrontation between the government and the Agong. Although the 
existing relationship is uneasy, no real embarrassing situation has yet 
erupted, probably due to the cool-headed nature and sensitivity of both 
sides. The political role of the monarchy vis-a-vis the duly elected gov- 
ernment in a constitutional democracy like Malaysia may yet be tested, 
but it is one that seems to have endured tribulations far better than 
expected and it may indicate a more than fair degree of political in- 
stitutionalization. Thus, the installation of Malaysia’s eight Azong in 1984 
was yet another indication of this maturity and not an extravagant one 
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in terms of public expenditures, consistent with the nature and official 
stand in political economy. 

The year 1984 may well have been the beginning of the consolidation 
of Dr. Mahathir’s primacy in Malaysian politics and the marriage of 
economics and politics in a more intertwined public policy context made 
possible by the nature of his style and leadership. It would be egregious, 
however, to conclude that this ultimately would lead to the era of a 
Mahathir “shogunate” in Malaysia, since such labels lack little definition 
given the circumstances and very nature of its political and economic 
systems. But Mahathir does have a no-nonsense approach to his goal of 
making Malaysia a newly industrializing country, and to this end it is clear 
that the government takes a serious and hard view of elements that can 
upset the system, such as religious extremists. The opening of a commer- 
cial television station with more permissive shows and the solicitation of 
public views on proposed preventive detention legislation to curb an 
alarming drug abuse situation indicate a more liberal political system and 
give hope that such developments in 1984 hold promise for the future. 
Conversely, if the trend is any indication, the years of excessive public 
spending are less likely to recur, or to reiterate Dr. Mahathir's senti- 
ments, it is no more an era of free lunches. 





BRUNEI IN 1984 
Business as Usual After the Gala 
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Brunei’s celebration of full independence after 96 
years of British protection came several weeks after the fact, on the 
occasion of the first National Day declared as February 23, 1984.1 While 
some attributed the delay to the selection of an auspicious date for the 
event, such practical considerations as the need to largely finish interior 
work on the new palace and for bureaucrats inexperienced in interna- 
tional affairs to complete arrangements for the gala celebration should 
not be discounted. 

The formalities of British protection ended at midnight on December 
31, 1983, and on January 1, 1984, Brunei (officially Negara Bruenei 
Darussalam) assumed full responsibility for its defense and foreign rela- 
tions, having gained internal self-government in 1959. A week later, on 
January 7, at a foreign ministers’ meeting in Jakarta, Brunei’s application 
to join the Association for Southeast Asian Nations (ASEAN) was ap- 
proved, bringing membership in ASEAN to six nations. 

For the first time since the aborted 1962 revolt, Brunei caught the 
world’s attention with its independence and particularly the National 
Day celebration. Media focused largely on the extravagance of one of the 
world’s richest nations, leading to such headlines as “Immense Palace for 
Tiny Borneo Sultanate,” “In Sad To-do Did Brunei Man a Stately Plea- 
sure Dome Decree,” and “If Youve Got It, Flaunt It.’ 

Center of attention was the Sultan’s 1,778 room palace which covers 
fifty acres, built at a cost variously reported as between $300 million and 
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$500 million. Yet even the dining facilities for 4,000 were tested as the 
Sultan hosted about 4,300 rulers and prominent guests from through- 
out the noncommunist world. Prince Charles represented Britain at the 
ceremony. Rain forced cancellation of three scheduled polo matches and 
also disturbed the banqueters, but it failed to dampen spirits at one of the 
grandest, and perhaps the last, national celebrations of independence. 


The New Government 

With independence came the need and opportunity to reorganize the 
government as it assumed new responsibilities. The Sultan, Sir Muda 
Hassanal Bolkiah, continues not only as head of state but also as prime 
minister and minister of internal affairs and of finance. His father, who 
abdicated in favor of the present Sultan in 1959, was named minister of 
defense. His brothers received other important ministries, with Prince 
Mohamad as minister for foreign affairs and Prince Jeffri as minister of 
culture, youth, and sports and deputy finance minister. Pehin Dato Haji 
Abdul Aziz, who served as acting chief minister prior to independence 
and, earlier, as state secretary, was made minister of education and of 
health. The preindependence posts of chief minister and state secretary 
were abolished. Other ministers outside of the royal family were Dato 
Abdul Rahman, previously acting state secretary, as development minis- 
ter, and Pengiran Bahrin bin Pengiran Haji Abas, previously attorney 
general, as minister of justice and of communications. 

Despite the trappings of cabinet government, the predominance of the 
royal family in key posts demonstrates the Sultan’s commitment to 
retaining a ruling rather than a figurehead monarchy, a form of govern- 
ment which the Sultan likens to those of the Sultanate of Oman and 
Saudi Arabia.’ Yet such a government requires a resolve by the leaders 
to be actively engaged in governing, as evident in Saudi Arabia. Based on 
past behavior, there is concern whether all members of the royal family 
have such a commitment or perhaps would rather be engaged in sporting 
and social activities, the latter being more appropriate to a constitutional 
rather than a ruling monarchy. 

Other than losing touch with the populace, another hazard in this form 
of government is corruption. For the leaders, the distinction between 
personal and governmental funds is not always clear, a blurring that may 
prove tempting to other government officials. The death by drowning of 
Brunei's anticorruption chief, Ponniah Rajaratnam, revealed evidence of 
such within the Brunei bureaucracy. The inquest found no evidence of 
murder but did reveal that Rajaratnam had been under considerable 
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pressure to halt investigations, particularly of an unnamed senior educa- 
tion official.4 

There is no identifiable opposition within Brunei. With the advent of 
independence, a past executive of the Partai Rakyat Brunei (PRB) 
(Brunei People’s Party), Haji Zaini bin Haji Ahmad, sought the dissolu- 
tion of the PRB, which had led the 1962 revolt. Zaini, who lives in exile in 
Malaysia, reportedly visited PRB President A. M. Azahari Mahmud 
several times at his residence in Bogor, Indonesia, to argue that, with 
independence, the PRB had achieved its primary goal and that its con- 
tinued existence provided a handy scapegoat for the government and 
compelled PRB members to continue in exile. Azahari later refused to 
discuss the possibility with an interviewer and instead talked of returning 
to a Brunet in which the PRB was legal and putting the matter before a 
party congress.® The legalization of the PRB or the acceptance of a return 
by Azahari is unlikely in the foreseeable future. In the same interview, 
Azahari commented, “I want to enter Brunei to pay my respects to His 
Highness the Sultan.’® 

In a book commemorating the PRB on the occasion of national inde- 
pendence, Zaini credits the party’s campaign in the United Nations with 
causing Britain to agree to independence. He describes the independent 
nation as having “chosen Islam to be her guiding ideology, and palace 
democracy as the system of government, and ‘shellpoly’ state as its 
economic base.”’ Yet this criticism refers only to “complex .. . arrange- 
ment of its government” rather than specifically to the Sultan as the 
central figure in that government. It is revealing of the history of the 
Sultanate and the stature of the Sultan that even exiles such as Zaini and 
Azahari avoid engaging in public statements of lese majesty. 

A critical issue in independence negotiations between the British and 
Brunei governments was the status of the Gurkha battalion which, under 
the terms of Britain’s agreement with Nepal, must remain under British 
control. As it was the Gurkhas who were instrumental in quelling the 
1962 revolt, the Sultan was anxious to assure their continued pres- 
ence without conceding control to Britain. This was settled so that the 
Gurkhas remain to protect the oil fields, seen as a significant British 
interest, and they will continue to serve under British officers. It was 
reported that the agreement will be reviewed after five years. Previously, 


4. Far Eastern Economic Review (FEER), October 11, 1984, p. 26. 
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the Sultan had independently recruited a Gurkha Reserve Unit (com- 
posed of retired Gurkhas) which guards the palace and government 
installations.® 


Continuing Prosperity 

With the worldwide oil glut and sagging international prices, the gov- 
ernment, with its partner Shell, has limited production by Brunei Shell 
Petroleum (BSP) to about 175,000 barrels of oil per day, compared to 
254,000 barrels per day in 1979, and plans to reduce the output in 
coming years to a constant 150,000 barrels per day. Brunei Shell, which 
is usually reticent about disclosing reserves, estimates that, including 
undiscovered reserves, Brunei has about as much oil in the ground as has 
been removed since intensive exploitation began in 1929.9 These, and 
comparable estimates for natural gas, indicate that production should still 
be continuing twenty years from now. 

This is good news for the “shellfare” state where petroleum provides 
98% of export earnings, finances free schooling and medical expenses 
without an income tax, and supports an average annual per capita income 
of over $22,000. Such amenities well serve to distract the citizenry from 
political concerns. While international media reporters were aghast at the 
cost of the palace and the National Day celebrations, Bruneians were 
pleased to see their country attracting so much attention. Even with 
declining earnings from oil as a result of the soft market and decreased 
production, trade and budget surpluses more than cover operating and 
development budgets. 

While petroleum projections are reassuring, they also restrict di- 
versification in the economy. The government is courted by foreign 
businesses but policies requiring local participation and the hiring and 
promotion of Brunei citizens prove a deterrent. Projects have been 
canceled because overseas firms have been unable to obtain sufficient 
local participation. Citizens of Brunei, who are predominantly Malay, 
find themselves in high demand. A survey of private businesses by the 
government's Economic Planning Unit in preparation for the fifth Five- 
Year Development Plan (1985—89) found that local workers were re- 
luctant to work in the private sector, and even when they accepted work 
it was usually only temporary until a government job could be ob- 
tained.!° It is estimated that about two-thirds of the employed citizens 
work for the government and the remaining one-third work for Brunei 
Shell Petroleum. 


8. FEER, January 26, 1984, p. 28. 
9. Nick Longworth, “Brunei Report,” PetroMin, October 1984, pp. 22-29. 
10. Borneo Bulletin, September 15, 1984, p. 12. 
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The alternative in the past has been to hire non-citizens, usually 
Chinese, for jobs in the private sector. Emphasis on the citizenship policy 
presents a dilemma for new investment and even for Brunei Shell Pet- 
roleum. About one-half of BSP’s employees are citizens, but only 14% 
of the senior management are Bruneians and about one-half of those are 
Chinese. Requiring the employment of citizens is even mere critical for 
the Chinese, who number 60,000 by unofficial estimate ard fewer than 
41,000 officially, and only 10% of whom are citizens. In September, 
the Sultan informed the Chinese Chamber of Commerce that citizenship 
qualifications would be tightened from 20 years continuous residence 
within a 25-year period to 25 years continuous residence within a 30- 
year period. Even with residence requirements satisfied, candidates for 
citizenship must pass a stringent language test that includes identifying, 
in the Malay language, unusual jungle plants that would be known to few 
of the indigenous residents.!! Although the Sultan earlier assured non- 
citizens that they would be protected, independence transformed most 
of the Chinese residents, who previously had been British-protected 
persons, into stateless persons who must apply for international 
certificates of identification to travel. Many of the non-citizen Chinese 
are believed to have accumulated funds in other countries in case they 
are forced to leave Brunei. 

Economic diversification is a perennial theme which has taken on new 
meanings. In 1983, $6 billion in investments were taken from the British 
Crown Agents and divided among Citibank and Morgan Guaranty of the 
U.S. and the Japanese stockbrokers Nomura Securities and Daiwa Se- 
curities. Another $9 billion in assets placed with British investment firms 
in 1978 remain subject to transfer. The eventual goal is to bring Brunei's 
immense financial reserves (estimated to cover more than 15 years worth 
of imports) under the new Brunei Investment Agency. In the interim, 
diversifying management of the funds is expected to increase returns. !” 
The royal family has also been diversifying. In addition to the Holiday 
Inn in Singapore purchased by the Sultan, QAF Holdings, owned by 
Prince Mohamad and Brunei businessmen, was subsumed in Ben & 
Co., leaving QAF investors with a controlling interest and a listing on the 
Singapore Stock Exchange. 


Foreign Relations 
Brunei’s immediate move following independence to join ASEAN dem- 
onstrated the importance it places on relations with its neighbors,!* as 
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did the prominence afforded ASEAN heads of state at the National Day 
celebrations. Despite enlarging its armed forces, the small nation is 
ill-equipped to fend off an outside invader. ASEAN provides an ideal 
venue for consultation and cooperation with its larger neighbors, 
Malaysia and Indonesia, each of which has cast an envious eye on 
Brunei’s fortune and resources in the past. Despite religious and ethnic 
similarities with Malaysia and Indonesia, its most cordial relations are 
with Singapore, in which it sees a kinship in size and wealth. ASEAN 
solidarity opposing Vietnamese expansionism protects against the other 
serious external threat. 

As a mini-state in the international arena, Brunei looks to international 
bodies to amplify its voice. Shortly after acceptance in ASEAN, it joined 
the Commonwealth and the Islamic Conference Organization. In Feb- 
ruary, it was accepted as the 159th member of the United Nations. 
Addressing the General Assembly on assuming membership on Sep- 
tember 21, the Sultan summarized Brunei's approach: “... in the world 
of today, the collective strength of the United Nations is the hope for us 
small countries.”!* The Sultan presented a check for $1 million for the 
United Nations Children’s Fund to mark the occasion. During the visit to 
New York, he also presented a check to the mayor for $500,000 to 
provide almost 100,000 meals for homebound elderly in the city. 

Beyond the ASEAN countries, the closest relations have been with 
Japan. In April, the Sultan spent three days in Tokyo. Japan is the 
primary buyer of liquified natural gas produced by a partnership of the 
government, Shell Petroleum, and Mitsubishi. Mitsubishi is also the 
marketing agent for Japan for about one-half of the oil produced, and it is 
a partner with the government in a 700-head cattle ranch in Brunei. 


14. New York Times, September 22, 1984, p. 5. Cf., September 23, 1984, p. 40. 





SINGAPORE IN 1984 


Leadership Transition in an Election 
Year 


Jon S. T. Quah 


The amber lights are flashing. The practice of big American corpo- 
rations is for the Chief Executive Officer to step down at 65. I 
believe this is based on sound medical grounds. The Chief Execu- 
tive Officer has to ensure a smooth succession to secure the 
continuing progress of the enterprise. I have a duty to do the same 
for Singapore.—Prime Minister Lee Kuan Yew, in his National 
Day Rally Speech on August 19, 1984. 


In 1984 Singapore celebrated its 19th year of inde- 
pendence and its 25th year of nation-building since it attained self- 
government from the British on June 3, 1959. Accordingly, the ruling 
- People’s Action Party (PAP) government designated 1984 as a year of 
celebration of Singapore’s achievements during the past 25 years and 
organized a myriad of activities that culminated in the S$18 million 
National Exhibition held from November 15 to December 30. In addi- 
tion to the celebrations, the PAP government also initiated a host of 
controversial policies such as the priority scheme for Primary One regis- 
tration for children of graduate mothers, the proposal by the Committee 
on the Problems of the Aged to raise the withdrawal age for the Cen- 
tral Provident Fund (CPF) from 55 to 60 years, the $$10,000 incen- 
tive for low-income families to encourage sterilization, and the Non- 
Constituency Member of Parliament (NCMP) scheme. It is difficult to 
understand why such controversial policies were introduced in an elec- 
tion year, especially after Prime Minister Lee Kuan Yew had given notice 
in December 1983 that the next general election would be held in 1984. 
Thus, it was not surprising that the PAP geared up its electoral campaign 
through a fortnightly series of ministerial walkabouts and staggered 
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announcements through the mass media of its 26 new candidates for the 
general election. Most important of all, 1984 would be remembered as 
the year when the Prime Minister announced his intention to retire in 
1988 and when he accelerated the self-renewal process within the PAP. 


Political Developments 

In his National Day Speech on August 14, 1983, Lee Kuan Yew 
identified the “problem” of the “lopsided pattern of procreation” among 
graduate women in Singapore who had fewer children than their non- 
graduate counterparts. He contended that if such a pattern was not 
rectified, Singapore would not be able to maintain its present standards, 
and he concluded that the government would encourage young edu- 
cated Singaporeans to contribute to the expansion of the local talent 
pool.! This encouragement took the form of the first two policies intro- 
duced during 1984 to rectify the lopsided pattern of procreation. On 
January 23, the first deputy prime minister and education minister, Dr. 
Goh Keng Swee, announced the priority scheme for Primary One school 
registration for children of graduate mothers, which was designed to 
encourage graduate mothers to have more than two children. Graduate 
women between 25 and 39 years of age in Singapore had an average of 
1.3 children while their nongraduate counterparts in the same age group 
had an average of 2.9 children. Dr. Goh attributed this procreation 
pattern to the previous priority scheme for Primary One registration 
which gave priority to those with small families, especially those who had 
undergone sterilization after their first or second child, and to which the 
well-educated parents had responded much more than others. Thus, to 
rectify the imbalance, graduate mothers with three or more children 
were given top priority in registering their children for Primary One 
classes in schools of their choice.” Needless to say, this new policy was 
criticized by members of the public, especially nongraduate mothers who 
felt that their children were discriminated against because their mothers 
did not have university degrees. The government responded by saying 
that the graduate mothers who benefited from the new priority scheme 
represented a small minority. 

In contrast, the second policy introduced on June 2 was directed at the 
problem exemplified by the 37,000 nongraduate mothers with four or 
more children and low family incomes. These children were likely to be 
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school dropouts at an early age because of overcrowding and a poor 
learning environment, and thus would be caught in the poverty trap of 
low education, low income, and large families. To enable young families 
in this category to extricate themselves from the poverty trap, the gov- 
ernment would provide a cash grant of $$10,000 to mothers under 30, 
with little or no education, who were willing to be sterilized or ligated 
after their first or second child. The aim of this policy was to encourage 
poorly educated and low-income Singaporeans to have only two children 
who would then have a better chance in life. The cash grent would be 
credited to the mother’s CPF account so that it could be used to pay fora 
three-room Housing and Development Board (HDB) flat in a new town. 
To qualify for the cash grant both parents must be Singapore citizens or 
permanent residents, and their combined family income must not exceed 
$$1,500.7 On June 4, the first working day after the announcement of 
the policy, the National Registration Department received inquiries 
from 84 people who called in person and 227 telephone calls about 
eligibility for the cash grant.* However, the government did not reveal 
the actual number of mothers who received the grants. 

The third and perhaps most controversial policy was the recommen- 
dation by the Committee on the Problems of the Aged to raise the 
withdrawal age for CPF savings from 55 to 60 years and later to 65 years. 
This Committee, appointed in June 1982 to examine problems faced by 
Singaporeans aged 60 and above and to recommend measures “to pre- 
vent, ameliorate or deal with such problems,”* submitted its report to the 
Prime Minister on February 16 but did not publicize it until a March 26 
press conference.® The Committee made a total of 35 recommendations, 
its most important being that Singaporeans should change their attitude 
toward the aged, and that the government should adopt a national policy 
for the elderly to keep them physically and mentally fit and active.’ 
However, public attention and criticism focused on the Committee’s 
proposal to raise the CPF withdrawal age to 60, as this was an issue that 
affected every worker in Singapore. As a result of criticisms voiced by 
the opposition political parties, some PAP members of Parliament 
(MPs), and many members of the public who wrote or called the news- 
papers to register their negative views, the government decided (proba- 
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bly because of the impending general election) to postpone for two years 
a decision on the implementation of this recommendation. In retrospect, 
this was the issue that probably cost the PAP the most votes in the 
December election. 

Feedback from its party branches, the various grass-roots organiza- 
tions, and the ministerial walkabouts made the PAP aware chat the 
population wanted an opposition in Parliament. On July 24, the Prime 
Minister introduced the NCMP scheme to allow for the seating of the 
three opposition candidates who had received the highest percentage of 
votes (exceeding 15%) in their constituencies. This would ensure at least 
three opposition members in Parliament even if the PAP won all 79 
seats. However, these NCMPs would differ from the elected MPs in that 
they would not be able to “vote in Parliament on any motion relating to a 
Bill to amend the Constitution, a Supply Bill or Supplementary Supply 
Bill, a Money Bill or a vote of no confidence in the government.”® 
According to the Prime Minister, there were three reasons for the 
NCMP scheme: (1) to educate younger voters (who constituted 60% of 
the electorate) on the myths about the opposition’s role in Parliament 
since they had missed the political conflicts of the 1950s and 1960s; (2) 
to sharpen the debating skills of the younger ministers and MPs in 
Parliament; and (3) to provide a means of giving “vent to any allegation 
of malfeasance or corruption or nepotism” in order to “dispel suspicions 
of cover-ups of alleged wrongdoings.”® However, the plan was not well 
received by either the opposition parties or the public because the 
restrictions imposed on the NCMPs would make them “second-class” 
MPs. 

When the Prime Minister announced in December 1983 that a by- 
election was unnecessary in Havelock constituency (left vacant by Hon 
Sui Sen’s death in October 1983) because the next general election 
would be held earlier than 1985, he was, in an unprecedented move, 
giving the electorate and opposition parties one year’s notice of the next 
general election. Although speculation was rife during the year regarding 
the actual election date, it was no surprise when the announcement was 
made December 2 that polling day would be December 22, since general 
elections since 1976 had always been held in December after che U.S. 
presidential election in November. 

The PAP launched its electoral campaign on February 25, when it 
announced its first batch of four candidates. This was followed by the 
revelation, at periodic PAP press conferences during the year, of the 
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remaining 22 candidates. Three women were included in the PAP’s slate. 
The average age of the new candidates was 38 years. Among them was 
the Prime Minister's son, Lee Hsien Loong, who had resigned from the 
army in September to participate in the general election. In terms of 
education, all the new candidates were university graduates, with twelve 
of them having higher degrees. All of them were also quite successful in 
their careers and were selected by the party after a stringent eight stage 
process.!° In contrast, the opposition parties did not reveal details of 
their candidates until Nomination Day on December 12. Only two 
opposition party leaders—J. B. Jeyaretnam of the Workers’ Party (WP) 
and Chiam See Tong of the Singapore Democratic Party (SDP)-—had 
indicated in February that they would be contesting in the Anson and 
Potong Pasir constituencies, respectively. The WP and SDP campaigned 
actively in these and a few other constituencies during the year, and the 
SDP also arranged some public forums to discuss government policies. 
Thus, compared to previous general elections, the opposition parties did 
not complain about the short period of campaigning (December 12-21) 
because they had been given ample notice of the general election. 

During his national day rally speech on August 19, the Prime Minister 
announced his intention to retire in 1988 at the age of 65, following the 
practice adopted by major U.S. corporations. Accordingly, his duty was 
to ensure a smooth leadership succession so that Singapore’s progress 
could continue. He also revealed that Dr. Goh Keng Swee, the first 
deputy prime minister and education minister, would be retiring from 
politics soon. In stressing the need for honest, capable, and trustworthy 
leaders to run the country, the Prime Minister further disclosed his 
government's intention to amend the Constitution after the general 
election so that the President (a position called for in the proposed 
amendment) can block the “spending of any reserve which the govern- 
ment in office has not itself accumulated” and thereby prevent any 
unscrupulous leader from squandering Singapore’s reserves.!! On Sep- 
tember 29, in his speech to the establishment, he reiterated the need to 
transfer power to the younger PAP leaders and took the opportunity to 
pay tribute to the two senior ministers (Goh Keng Swee and Health 
Minister Howe Yoon Chong) and fourteen MPs who would not be 
seeking reelection. He justified the necessity for the accelerated pace of 
self-renewal in the PAP leadership in the following way: 
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By handing over power whilst we are still alert and fully in charge, we are able 
to ensure that our successors have the basic attributes to be entrusted with 
power. It is feckless to hang on and to have power wrested from us when we 
have become feeble. Then we shall have no say on whe our successors are.” 


On the following day, September 30, power within the PAP was trans- 
ferred into the hands of the younger leaders with the election of the 18th 
Central Executive Committee (CEC) at the Ordinary Party Conference. 
The Prime Minister, who retains his position as Secretary-General of the 
PAP, is now the only old guard leader remaining in the 14-member 
CEC. 

Campaigning for the general election was intensified during the 10-day 
period allowed for the election rallies from Nomination Day on De- 
cember 12 to the eve of polling day on December 21. On December 12, 
a total of 127 candidates from nine political parties and three indepen- 
dent candidates filed their nomination papers to contest in the 79 con- 
stituencies. The PAP, which fielded candidates in all constituencies, 
secured 30 seats outright since only 49 seats were contested. The WP put 
up 15 candidates, the Singapore United Front (SUF) 13, the United 
People’s Front (UPF) eight, the Barisan Sosialis (BS) four, the SDP four, 
the Singapore Justice Party (SJP) two, and the Angkatan Islam (AJ) and 
the Singapore Malays National Organisation (SMNO) one candidate 
each. 

More rallies were held each day compared to previous general elec- 
tions and these received ample coverage by the press and television. In 
its campaign, the PAP highlighted the quality of its candidates and 
stressed the importance of electing capable and tested leaders to run the 
country. Instead of an election manifesto, the younger PAP leaders 
offered the younger voters a vision of Singapore’s future through the 
PAP’s Agenda for Action, designed to make Singapore a city of excel- 
lence by 1999. They also hoped that the National Exhibition would 
demonstrate to younger Singaporeans that Singapore’s success was not 
accidental but was achieved through the hard work and dedication of the 
PAP leaders and the older generation. 

For their part, the opposition parties criticized the PAP’s vision for the 
future and concentrated their attack on the policies recently introduced 
by the government. Unlike previous general elections, the opposition 
parties were better organized and also more unified. There were only 
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two constituencies where the PAP was challenged by two opposition 
candidates. The opposition candidates were generally weaker than the 
PAP candidates in terms of educational qualifications and proven capa- 
bility. Realizing that they could not form a viable alternative govern- 
ment, the opposition parties urged the electorat2 to vote their candidates 
into Parliament to ensure democracy in Singapore by checking the power 
of the PAP government. Accordingly, they argued that such controver- 
sial policies as the proposal to raise the CPF withdrawal! age and the 
priority in school registration would not have been considered if there 
had been sufficient opposition members in Parliament to raise questions 
on these issues. 

The PAP, which had initially campaigned on its vision of the future, 
was put on the defensive by these attacks on its controversial policies. It 
responded with the relevant facts and figures and reiterated that a deci- 
sion on the CPF withdrawal age had been postponed for two years and 
would be implemented only after careful study. Even the Prime Minister, 
who was merely observing the PAP’s electoral campaign during the 
initial phase, assumed a more active role during the last three days of the 
campaign period. In his rally speech at Fullerton Square on December 
19, he urged the voters to “send the right signals” to foreign investors by 
supporting all the PAP candidates, especially the young PAP leaders and 
the 26 new candidates, and giving the party a clean sweep once again. 

The PAP won 47 of the 49 contested seats and captured 62.9% of the 
votes cast. This meant that it would occupy 77 seats in Parliament leaving 
only two seats for the opposition. Yet, the PAP leaders were not satisfied 
with their electoral performance. The PAP’s excellent record in deliver- 
ing the goods to the population since 1959 had resulted in clean sweeps 
in all four general elections from 1968 to 1980. Consequently, party 
leaders had come to evaluate their success in a general election in terms 
of winning all parliamentary seats as well as reducing the proportion of 
opposition votes. Such standards of evaluation were unrealistic, espe- 
cially in a year when so many controversial policies had been introduced. 

The Prime Minister did not realize how prophetic his words were 
when he had earlier described the 1984 general election as a watershed 
election because of the transfer of power to the younger PAP leaders. 
More important, the election was also a watershed because it gave the 
opposition parties a new lease on life when, for the first time after five 
general elections, two opposition candidates— Thiam of the SDP and 
Jeyaretnam of the WP—were successful in their bids for parliamentary 
seats. What is also significant were their unanticipated wide margins of 
victory (majority of 3,454 votes for Chiam and 2,376 votes for Jeyaret- 
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nam) over their two PAP opponents, whom the Prime Minister had 
personally endorsed in his Fullerton Square rally speech. Realizing that 
Anson and Potong Pasir would be closely contested constituencies, the 
PAP fielded two capable candidates (whom the Prime Minister said 
would be more than MPs if they were elected), redrew the electoral 
boundaries, and threw the full weight of its electoral machinery into 
these constituencies. The PAP was confident from the feedback it had 
received that it would win in both, and many-other people felt that 
whoever won would do so by a very small margin. Thus, the PAP leaders 
were initially stunned not only by their losses, but also by the wide 
margins of the opposition’s victories. In retrospect, the victories of 
Chiam and Jeyaretnam demonstrate that the SDP’s and WP’s refusal to 
accept the NCMP scheme was a correct strategy since their two leaders 
were elected to Parliament the usual way, without having to rely on the 
NCMP scheme. 

To add to the PAP leaders’ dismay, there was an overall decrease of 
12.6% in votes cast for the PAP, from 75.5% in the 1980 general 
election to 62.9% in 1984. The election results demonstrated that 37% 
of the voters who voted for opposition candidates. (and perhaps even 
many of those who voted for the PAP) wanted a change in both the style 
of government and the substance of some of its policies. Singaporeans 
are now better educated and informed, well traveled and holding higher 
expectations. They resent increasing government control over their lives, 
and they do not want controversial policies that affect them to be 
formulated and implemented without taking their views and sentiments 
into account. The problem is not the explanation of such policies, but 
discussion of whether the policies are acceptable or necessary in the first 
place. If controversial proposals such as the priority school registration 
scheme are introduced without parliamentary debate and without taking 
into consideration the feelings of the population, disgruntled voters have 
no choice but to demonstrate their personal dissatisfaction either by 
voting for opposition candidates regardless of their credibility or by 
casting spoiled votes, as 26,000 of them (2.9% of the voters) did on 
December 22. Indeed, except for the Anson and Potong Pasir con- 
stituencies, all the opposition candidates increased their votes, not be- 
cause of their credibility or their manifestoes, but because of voter 
dissatisfaction with the government's controversial policies. Whether 
Opposition parties can make further inroads during the next general 
election depends not only on the performance of Chiam and Jeyaretnam 
in Parliament, but also on whether these parties can upgrade themselves 
by attracting more capable and professional members. 


228 ASIAN SURVEY, VOL. XXV, NO. 2, FEBRUARY 1985 


The Economy 

In his New Year’s message, Prime Minister Lee Kuan Yew pointed out 
that Singapore’s economic performance of 7.9% growth and 1.2% 
inflation in 1983 was better than expected, and he expressed the hope 
that such a performance could be repeated in 1984. Four months later, 
he provided three reasons to explain why Singepore was among the few 
countries that had enjoyed full employment, low inflation, and high 
economic growth rates during the past three years of world recession: 


First, a hardworking workforce, keen to learn and to improve. Second, social 
and political stability and efficient administration. Third, regional peace and 
solidarity in ASEAN, whose members have enjoyed the highest economic 
growth of the developing countries, outside the cil producers." 


On August 8, the Prime Minister indicated in his eve of National Day 
message that the economy would perform better than the previous year 
since the growth rate was 9.7% and productivity increased by 7.9% for 
the first half of 1984. However, the growth rate dropped during the 
second half of the year because of the econcmic slowdown, and the 
overall rate for 1984 decreased to 8.5% with 2.7% inflaticn. Singapore 
enjoyed full employment and wages rose by 8%. The manufacturing 
sector was the star performer because of the high U.S. demand for 
electronics and computer peripherals. In fact, Singapore, which had had a 
trade deficit with the United States since 1975, achieved a surplus of 
$$724.1 million for the first time during the first half of 1984. Construc- 
tion is another sector that has experienced high growth in recent years 
mainly because of the HDB’s building program, resulting in the con- 
struction of 50,000 flats in 1984.15 

A worldwide survey by the International Sevings Bank Institute of 
Geneva ranked Singaporeans as the sixth most thrifty people in the 
world, and the thriftiest Asians after the Japanese. This survey found that 
each Singaporean had an average of US$5,927 in his benk account, 
compared to US$14,465 for the Swiss, US$9,834 for the Japanese and 
US$7,185 for the Americans.'* Indeed, this high rate of savings among 
Singaporeans has enabled the government to expand conszruction at a 
faster pace in spite of high interest rates and economic recession. On 
November 18, the minister of finance and trade and industry, Dr. Tony 
Tan, predicted that although Singapore’s economic growth in 1985 
would be lower than that for 1984, it would not experience the same low 


14. Ibid., May 1, 1984, p. 18. 
15. Ibid., August 21, 1984, p. 40; and November 19, 1984, p. 1. 
16. Ibid., November 1, 1984, p. 21. 
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growth rate as in 1982.47 One month later, the Bank of America forecast 
that Singapore, described as one of Asia’s “hungry little tigers,” would 
achieve a growth rate of 7.5% and 3.5% inflation in 1985, making it one 
of the fastest growing economies in Asia.'% 

Thus, once again, the Singapore economy performed better than the 
previous year because of the sound economic policies of the govern- 
ment, efficient administration, and political stability that continues to 
provide a conducive climate for foreign investment. With the PAP 
returned as the government for another four or five years, it is quite safe 
to assume that, barring unforeseen circumstances, Singapore’s economy 
will continue to grow, albeit at a slower pace. 


Foreign Policy 

During 1984, Singapore continued its policy of improving ties with 
friendly nations, especially neighboring Malaysia and Indonesia. Singa- 
pore-Malaysia relations were further consolidated during the year with 
several exchanges of visits between leaders of the two countries. In 
March, the Malaysian deputy prime minister, Datuk Musa Hitam, met 
the second deputy prime minister (foreign affairs), S. Rajaratnam and, 
later, Prime Minister Lee Kuan Yew for informal talks.4° In November, 
two delegations of Singapore leaders visited Kuala Lumpur. The first was 
a group of six MPs who met Datuk Musa Hitam to discuss several 
bilateral issues; he told them that the leaders of both states had to 
readjust their thinking to further improve rapport between their coun- 
tries. The second eight-member delegation, led by Dr. Tony Tan, met 
Malaysian counterparts to discuss economic cooperation.”° Both coun- 
tries also agreed to work more closely together in the areas of child care, 
prison welfare, and community chest since the Malaysians were in- 
terested in Singapore’s experience in these areas.”! A twelve-member 
Malaysian delegation visited Singapore in December to observe the 
general election. Apart from these visits, the National Institute of Public 
Administration (INTAN) of Malaysia and the Civil Service Institute 
(CSI) of Singapore launched two joint leadership courses for senior civil 
servants in both countries. The first course was held in Kuala Lumpur in 
May, followed by the second in Singapore in September. 

A similar pattern was observed in Singapore’s relations with its south- 


17. Ibid., November 19, 1984, p. 1. 

18. Ibid., December 20, 1984, p. 3. 

19. Sunday Times, March 4, 1984, p. 10. 

20. Straits Times, November 7, 1984, p. 44; November 13, 1984, p. 1. 
21. Ibid., December 1, 1984, p. 16. 
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ern neighbor, Indonesia. On March 1, the Indonesian Armed Forces 
chief, Gen. Benny Murdani, led a sixteen-member delegation of senior 
army officials to Singapore to reciprocate a visit by his Singapore coun- 
terpart, Maj. Gen. Winston Choo, to Indonesia earlier in the year.” Two 
months later, Indonesian Defence and Security Minister Poniman visited 
Singapore officially to meet Defense and Second Health Minister Goh 
Chok Tong and other defense officials.” In August, the Indonesian 
foreign minister, Dr. Mochtar Kusumaatmaya, stated that his country 
supported Prime Minister Lee Kuan Yew’s view that Thailand should not 
be allowed to fall under the influence of its communist neighbors.’ A 
two-day Singapore-Indonesian trade conference was held in Singapore 
on November 30-December 1 to allow businessmen from the two 
countries to discuss such bilateral matters as trade, shipping, and finance. 
The joint statement issued after the conference concluded that the 
business communities in both countries had attained “a new and better 
understanding” and “closer cooperation” and recommended that a feasi- 
bility study be conducted to consider formation of a joint Singapore- 
Indonesia economic committee to promote economic cooperation.” 
Needless to say, regional cooperation with its ASEAN partners re- 
mained a cornerstone of Singapore’s foreign policy during the year. At 
the sixteenth ASEAN economic ministers’ meeting in Jakarta on May 
7—9, Singapore’s Hepatitis-B vaccine-producing plant was designated as 
an ASEAN industrial project.? Regarding the Vietnamese occupation of 
Kampuchea, Singapore and its ASEAN partners scored an impressive 
diplomatic victory at the United Nations when their resolution calling 
for the withdrawal of Vietnamese forces was supported by 110 countries, 
the largest number since 1979 when the ASEAN states firs: introduced 
the resolution to apply international pressure on Hanoi.” Australia’s 
refusal to cosponsor the ASEAN resolution in the United Nations in 
1983 led to a diplomatic row between it and Singapore, which was later 
resolved by their two prime ministers at the Commonwealth Heads of 
Government meeting in New Delhi in November of the same year. 
Australian Prime Minister Bob Hawke paid his first official visit to 
Singapore on February 12-14 to discuss with Lee Kuan Yew interna- 
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tional security, Australia’s defense commitments in the region, and world 
economic trends.”8 

Other visitors to Singapore during the year included U.S. Secretary of 
State George Shultz, who met the Prime Minister and other government 
leaders on July 10 to reiterate U.S. support for ASEAN’s efforts to seek 
an international settlement of the Kampuchean problem and its intention 
to maintain normalized relations with China.” In November, Foreign 
Minister $. Dhanabalan visited Bahrain and Oman to improve Singa- 
pore’s ties with the Gulf oil-producing countries by developing closer 
economic and political cooperation. Finally, in December, a Burmese 
Foreign Affairs Ministry delegation visited Singapore for the first time to 
discuss foreign affairs and trade.*! 


Conclusion 

The year 1984 will always be remembered as a watershed year in Sin- 
gapore politics for two reasons. First, Prime Minister Lee Kuan Yew. 
announced his intention to retire from politics in 1988, and the process 
of leadership transition was completed symbolically on December 31 
when the new cabinet was announced and power was transferred to the 
younger PAP leaders. Although Lee Kuan Yew remains as prime minis- 
ter in the new cabinet, his most likely successor is Goh Chok Tong, who 
is now the first deputy prime minister and defense minister. Second, the 
December 22 general election resulted not only in the electorate’s en- 
dorsement of the PAP government but also in the election of two 
opposition MPs for the first time in a general election since 1963. The 
election of two opposition MPs to Parliament is a healthy sign for 
Singapore politics since it demonstrates once again that elections are free 
and conducted honestly, and that Singapore has a functioning democ- 
racy. However, only time and the next general election will tell whether 
the younger PAP leaders will heed the electorate’s call in the 1984 voting 
for more consultation and participation in national policy making. 
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Significant developments on all fronts made 1984 a 
not uneventful year for Thailand. But what directions these events 
portend for the future remain highly speculative. Much has to be read 
between the lines, as rumors were passed on as facts and facts as rumors. 
Beneath a calm surface were strong and volatile undercurrents whose 
directions are as yet difficult to assess. Nevertheless, in the midst of what 
appeared to be confused fluidity, a number of significant trends began to 
crystallize. 

Prominent among them was the active role Crown Prince Vajira- 
longkorn assumed in the public arena. Contrary to a relatively sub- 
dued public posture in the past few years, the Crown Prince delighted 
Thai people with warm and open interviews and visits to city slums, 
demonstrating his recognition of the problems of the urban poor. More 
significant, however, were his roles in a number of incidents with impor- 
tant political ramifications. To many Thais the Crown Prince’s resump- 
tion of visible public functions was welcome, signaling continuity in the 
Royal Family’s commitment to the nation’s welfare. It suggested, 
furthermore, that the Crown Prince is prepared to assume the Royal 
Family’s responsibilities to the public and the state. 

Democracy, even in its Thai form, was continually rumored to be 
short-lived. As often happens in Thai politics, facts too controversial 
to be passed on as facts are disguised as rumors. Thus when rumors 
abounded about the possibility of an imminent coup d’état, there were 
serious concerns over the viability of democratic rule in Thailand. From 
the beginning of the year there was an ebb and flow of rumors of varying 
intensity about the impending baht devaluation. Nonetheless, when the 
devaluation was announced m early November, most Thais were caught 
off guard. The political aftermath of the baht devaluation significantly 





Juree Vichit-Vadakan is an anthropologist presently on the faculty 
of the School of Public Administration at the National Institute of Development Adminis- 
tration, Bangkok. 


© 1985 by The Regents of the University of California 


232 


THAILAND 233 


demonstrated the strength of Prime Minister Prem Tinasulanond. In- 
stead of a political setback, which would not have been unusual for the 
government to expect under such circumstances, the Prem government, 
particularly Prime Minister Prem himself, emerged stronger than before. 

The economic aftermath of the devaluation, however, remains a ques- 
tion mark. Apparently the Thai economy had not improved adequately by 
late 1984 to avert the devaluation even though the government had 
remained committed to an austerity policy. As to problems of national 
security, border disputes and the refugee issue continued to be of vital 
concern in Thailand, particularly for the military. 


Snapshots of Thai Society in 1984 

A quick glance at Bangkok, if only because of its overwhelming primacy 
among cities in Thailand, presents puzzling notions of modernity and 
opulence. Ultramodern and luxurious shopping complexes opened for 
business during the latter half of the year. The department store boom 
provided a venue for amusement and recreation for Bangkok dwellers, 
poor and rich alike, as window shopping and relaxation in an air-condi- 
tioned environment cost little or nothing. Investors in the businesses, 
however, have to compete intensely for customers, and they have yet to 
experience hard times which may lie ahead. As it is, stores, in their rivalry 
for customers, feature new gimmicks and special attractions, marketing 
strategies that are bound to add costs but whose impact is questionable 
given the limited purchasing power of Bangkok shoppers. Discotheques 
for youths abound, as do skating rinks. Bangkok youngsters have redis- 
covered roller skates, not merely as a sport, but as a social activity and a 
statement of thetr youth and generation. The laundromat business was 
another amazing development in 1984. Not even in one’s wildest imagi- 
nation could one foresee the popularity of laundromats in a society known 
for inexpensive and easily available domestic help. Laundromats surfaced 
in many areas of the city, even right in the heart of Bangkok’s 
Chinatown, to the delight and appreciation of their users. 

Though not a phenomenon exclusive to 1984, the year saw the com- 
pletion of several office/residential condominium projects. High-rises 
defiantly and boldly challenged the troubled Thai economy, as if they 
could forge an existence independent of the larger economic system. In 
sum, under the veil of modernity and affluence, potential problems 
simmered. But superficiality reigned, and to the casual observer Thai life 
continued as usual. In spite of the high cost of automobiles, Bangkok 
streets continued to be cluttered with more and more cars each month, 
and in spite of exit taxes imposed on foreign travel, Thais continued to 
travel abroad in ever increasing numbers. 
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Relations with Neighbors and the World 

Thailand’s relations with neighboring Kampuchea and Vietnam remained 
the focal foreign policy issue for 1984. In fact, border hostilities wors- 
ened during the year. To cope with this issue, the Thai government 
adopted a foreign policy that clearly favored diplomacy over military 
means and ardently sought the support of the international community. 
Thailand chose to lodge a protest with the United Nations after a major 
Vietnamese incursion in March and to seek settlement through diploma- 
tic rather than military means in resolving this conflict. 

Laos, a landlocked country traditionally dependent on Thailand for 
food, manufactured goods, and access to the sea and beyond, had been 
like a younger and poorer but endearing brother to Thailand. However, 
in 1984 relations with Laos turned increasingly conflictive. Although 
minor disputes and armed exchanges had been a way of life at Thai-Lao 
border points in the past, the conflict in June focusing on three small 
villages (Ban Savang, Ban Klang, and Ban Mai) signified a new era in 
the Thai-Lao relationship. The uncompromising stance of Laos, which 
suggested its assertion of independence, was difficult for Thailand to 
swallow, and Thailand held Vietnam responsible for promoting this 
conflict in order to distract the world’s attention from Vietnam's occupa- 
tion of Kampuchea. Essentially, to which country these three villages 
belong was not the crux of the conflict; rather, it was the construction of a 
strategic road in the area by which Laos fel threatened. Finally in 
October, it was announced that Thai troops would leave the three 
villages and the road would be rerouted. Clearly Thailand had backed 
down from the dispute. Analysts observed thet the gesture coincided 
with the That foreign minister's visit to the United Nations and Thai- 
land’s intention to compete for the nonpermanent seat on the UN 
Security Council. Still, Thai-Lao border disputes continued through the 
year. 

The nonpermanent seat on the Security Council was to be vacated by 
Pakistan at the end of December. Thailand decided to contest for the 
seat against Mongolia and needed the support of the non-Russian domi- 
nated Third World countries as well as that of its Western allies. Its close 
relations with the United States made it difficult for Thailand to be cast as 
a neutral, nonaligned Third World country, and thus Bangkok worked 
hard to present a neutral stance in its lobbying. Its success was a 
significant moral victory that was hoped would assist in the settlement of 
the Kampuchea-Vietnam question. However, whether in its efforts to 
lobby for support, Thailand had traded away more than it could gain 
from this seat is a question to be answered in the future. 
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State of the Economy 

Rumors about devaluation of the baht cast a gloomy shadow over the 
Thai economy for most of the year. Anticipation of the devaluation 
slowed down foreign borrowings, postponed if not deterred foreign 
investments or investments requiring offshore financing, fueled the out- 
flow of funds from Thailand, and accelerated the rate of imports. These 
forces combined to contribute to the overall worsening of the foreign 
reserve position. Throughout the year the government, particularly 
the Bank of Thailand, persistently denied rumors of devaluation, point- 
ing to indicators of an improving economy. The government inittated 
policies to curb imports by restricting credit growth to 18%. Commercial 
banks put a brake on lending, which sent small and medium businesses 
into chaos, a policy jokingly credited with having introduced into the 
finance industry a new dance known as the “cha-cha-cha bounce.” A 
check that did not clear because of insufficient funds was automatically 
resubmitted by the bank two more times before being returned, hence 
the “cha-cha-cha or triple bounce” check became a common phenome- 
non in the industry. 

The failure of several finance companies because of severe liquidity 
problems created one of the worst crises of confidence in the industry. A 
major shake-up resulted with the Finance Ministry and the Bank of 
Thailand having to take over several ailing finance companies in order to 
protect the interests of depositors. Finance companies facing severe 
problems of insolvency were encouraged to join management pools 
organized by the Bank of Thailand, but coming under the latter’s aus- 
pices entailed transference of company shares and voting rights to the 
Ministry of Finance. Thus, 1984 saw the de facto voluntary nationaliza- 
tion, so to speak, of a significant portion of the finance industry even 
though the government remained strongly committed to free enterprise. 

Against this background chit funds gained increasing notoriety; the 
“Chamoy” chit fund in particular became a household word. Chamoy, 
then a clerk in the Petroleum Authority of Thailand (a national petro- 
leum company), organized and managed a chit fund that provided her 
depositors with an interest of 6.5% per month or close to 80% per 
annum. Her initial customers came from the Royal Thai Air Force 
community where her husband was an officer, but by word of mouth her 
customer base expanded rapidly. Though no one knew for certain the 
extent of her operations, it was estimated that Chamoy’s financial empire 
involved from 3 to 5 billion baht. And in spite of the fact that no one was 
certain what Chamoy did with the money or whether it was simply 
a pyramid game, her business started to expand to the provinces and 
among lower income groups on the strength of her record of payments. 
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It was passed on by word of mouth that Chamoy never missed an interest 
payment or refused a withdrawal, a record that could not have been 
boasted by several ailing licensed finance companies under the supervi- 
sion of the Bank of Thailand. As the Chamoy chit fund began to be 
regarded as a legitimate and viable investment, serious concerns arose 
in government and financial circles over the impact on the financial 
system of such unregulated activity. In September, a royal decree reg- 
ulating the scope of activity of chit funds was passed with the Chamoy 
chit fund as its particular target. Whether the government will succeed in 
controlling the operations of such funds remains to be proven. Undoubt- 
edly there must be some control or regulation of the nonformal money 
market in order to prevent abuse, but it must also be remembered that 
traditionally such informal systems of finance have been an intricate part 
of the growth and expansion of the Thai private sector. 

In the midst of the Chamoy controversy, the Asia Trust Bank, Ltd., a 
commercial bank ranking twelfth in assets among Thailand’s sixteen 
domestic banks, faced severe problems that necessitated a quick and 
decisive takeover August 6 by the Bank of Thailand. Although the 
central bank’s decisiveness was hailed by those in banking and financial 
circles, it did little to improve the public’s confidence in the formal 
financial system. Prior to this takeover, the Bangkok Bank, Ltd., Thai- 
land’s largest commercial bank, was the victim of rumors that started a 
run on a few of its branches in Bangkok. Although the impact of this 
incident was negligible in financial terms, the Bank did suffer some 
embarrassment as its credibility had been beyond question. 

In the midst of these troubles and just before the scheduled annual 
meeting of the International Monetary Fund, Finance Minister Sommai 
Hoontrakul announced the surprise dismissal of Nukul Prachuabmoh as 
governor of the Bank of Thailand. Criticism came from several quarters 
about the inappropriate timing of the dismissal and the serious implica- 
tions of this decision for the independence and integrity of the Bank. 
The action was also perceived to be unusually drastic in the That social 
and behavioral context, as the governor’s position is not a civil service 
one, leaving Nukul out in the cold, so to speak, with no other position to 
transfer to. Thus, the already eventful financial scene was given another 
jolt. 

Still that was not to be the end. On the evening of Friday, November 
2, the government announced a new foreign exchange system that un- 
pegged the baht from the U.S. dollar and effectively devalued the baht 
by some 17%. The devaluation came as a shock, not so much because it 
was not expected—even though the government had been assuring the 
public all along that the Thai economy was improving and that there was 
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no substance to the rampant rumors of devaluation—but because no one 
thought the government would announce it at such a politically inop- 
portune time. Rumors circulated of.imminent cabinet changes and seri- 
ous undermining of Prime Minister Prem’s position. But the turn of 
events proved otherwise. 

Apparently the devaluation move could not have been delayed be- 
cause fiscal reserves had dwindled significantly from normal levels and 
immediate steps had to be taken in a bid to improve the country’s trade 
and balance of payments position. To cushion the impact of the devalua- 
tion, the government announced a series of measures to control domestic 
prices. It lifted tax surcharges on various import items deemed necessary 
as raw materials for local production of industrial goods and promised to 
keep petrol prices at the predevaluation level. An immediate impact, of 
course, was felt on the debt service burden of both the public and private 
sectors. As of September, the government and state enterprises had 
external debts outstanding of around US$7.5 billion and the private 
sector about US$4.5 billion. The devaluation meant that the country’s 
total debt service burden was increased overnight by some 17%. 

The real effects of the new exchange rate system cannot be assessed in 
the short term or independently of the effects of other government 
measures and policies. However, a rise in the rate of inflation may be 
expected. Economists predict inflation to go from the 1984 level of 3.5% 
to about 5-6% in 1985 along with a general improvement in the balance 
of trade. 

The immediate impact of the devaluation on the public, however, 
perhaps was reflected by the “gold rush” in Bangkok, particularly in 
the Chinatown area, during the days after the devaluation. Customers 
flocked to dealers and bought gold in spite of higher prices, a confirma- 
tion of the traditional confidence in gold over currency during what is 
perceived to be times of trouble. 


Politics in 1984: Silent Water Runs Deep 
An astute observer of That politics in 1984 would keep one eye trained 
on Prime Minister Prem Tinasulanond and the other on Supreme Com- 
mander and Army Commandet-in-Chief General Arthit Kamlang-ek, 
and try hard to synthesize the movements of both eyes to relieve the 
headache caused by confused vision. The two major political actors 
exhibited contrasting public images. General Arthit was highly visible 
throughout the year and his popularity soared as the public began to 
perceive him as the “knight on a white horse.” The people saw him as an 
active and authoritative leader who had a genuine concern for the na- 
tion’s welfare and a sincere interest in solving its problems, whether they 
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were military, political, economic, or social. As he was visibly involved in 
attending to matters of public concern, it soon began to appear as if 
General Arthit was a surrogate prime minister. When a finance company 
collapsed and was put under control of the Bank of Thailand, depositors 
marched to General Arthit to seek assistance. When the Chart Thai 
Party, the major opposition political party, was gaining support in its 
attempt to reconvene parliament for an extraordinary session that would 
have effectively undermined Prime Minister Prem’s political position, 
General Arthit withheld his support and guaranteed the failure of the 
effort. 

General Prem, on the other hand, projected a more reserved, less 
active political character. He was highly regarded for his integrity and 
honesty and for his commitment to democratic rule. He was viewed by 
the public and political parties as an excellent mediator of the various 
interest groups in Thai politics. Although his low profile and temporary 
absence from state affairs because of ill health mede it appear that he was 
not at the helm of the government, he held many political assets. His 
close relationship with and the support he consistently received from the 
palace; his general acceptability to the public, political parties, and the 
military; his commitment to democratic government; and the support his 
government received from the international community, the United 
States in particular, made it difficult for Prem to be replaced. 

In the months before Parliament was to convene in April, political 
maneuvering intensified for a constitutional amendment that would allow 
members of parliament to change political parties and not lose their 
status, and that would permit civil servants, the military included, to hold 
political office concurrently with their bureaucratic positions. Such an 
amendment would have made it more difficult for party bosses to control 
the behavior of their members and would have made a coalition govern- 
ment more volatile and less secure in its base of support. The amend- 
ment to allow the concurrent assumption of bureaucratic and political 
posts was largely interpreted as favoring those in key positions within the 
military who would then be able to assert legitimate political authority 
and still maintain power and control over the armed forces. The amend- 
ment was regarded by many to be a crucial threat to the survival of Thai 
democracy. Through a series of the most subtle maneuverings and 
negotiations, the constitutional amendment move was defeated and 
Prime Minister Prem’s position appeared to be fortified. 

The turn of events in 1984 defused several potentially explosive 
situations in favor of the Prem government. General Arthit’s vocal 
support for the purchase of the F-16 warplanes from the United States 
put the government in the awkward position of a potential confrontation 
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until the United States defused the situation by deferring its decision to 
sell the planes to Thailand. The annual reshuffle and promotion of military 
officers passed by without the much rumored discord between the su- 
preme commander, General Arthit, and the defense minister, General 
Prem, even though the former’s protegé, Maj. Gen. Pichitr Kullavanij, 
was promoted but the latter’s protege, Lt. Gen. Chaowalit Yongchaiyut, 
was not. The arrests of several alleged members of the Communist Party 
of Thailand (CPT) and of alleged radicals was interpreted as a move to 
undermine Lt. Gen. Chaowalit’s successful policy in winning over CPT 
sympathizers through political, not military strategies, and to undermine 
the government's claim that the communist movement in Thailand was 
under control. Reaction to the arrests, however, was minimal and thus 
the Prem government again was unscathed. 

Another potentially explosive situation took place in September when, 
immediately after General Prem left for the United States for a medical 
check-up, two of the prominent “young turks” from the abortive April 1, 
1981, coup were picked up by the police. Their release was secured after 
intercessions by various parties including representatives of the Royal 
Family, General Arthit, General Pichitr, and the director general of the 
Police Department. The two were detained only from night to early 
morning with no charges being filed, and the incident was conveniently 
forgotten after successful public reconciliations between the alleged 
pro-Arthit Class 7 graduates, to whom the “young turks” belong, and the 
alleged pro-Prem Class 5 graduates, some of whose members were 
accused of having masterminded the “arrest.” The “young turks” had 
been removed from service as a result of their participation in the 
abortive “April fool” coup against the Prem government in 1981. Citing 
General Prem’s promise to reinstate them after a certain agreed-upon 
period, these officers had gone to General Arthit to seek assistance, and 
the General had supported them, citing unity in the military as the prime 
consideration. The “arrest” that night, if it had been carried through, 
would have effectively thwarted any possibility of their reinstatement. 

The issue of who will succeed General Arthit as Army commander- 
in-chief and when, since he will reach retirement age in 1985, is one of 
the most critical issues to be decided by the government. When the 
request for a two-year extension of General Arthit’s tenure as both 
supreme commander and Army commander-in-chief was made, Prime 
Minister Prem, as defense minister, shelved the matter for future con- 
sideration. Events following the baht devaluation probably proved Prem 
correct to defer decision on this issue. 

An ailing Prem was admitted into Phra Mongkut military hospital 
shortly after he returned from a medical checkup in the United States 
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which gave him a clean bill of health. Rumors abounded thet Prem had 
been taken into custody and was essentially under hospital arrest. Even 
cabinet members were initially barred from visiting him. But the con- 
troversy faded and Prem eventually returned to work. 

In November shortly after the government announced the new ex- 
change rate system, General Arthit returned from a trip to the United 
States where he had completed negotiations for the purchase of military 
equipment and went on the air to berate the devaluation. He called fora 
return to the previous value of the baht, threatened to withdraw support 
for the government, and demanded a reshuffle of the cabinet. Prime 
Minister Prem was faced with the year's most serious threat to his 
government. 

As events developed, it became apparent that there was sufficient 
support for Prem in the Army to avert a coup. Most important, however, 
was the mediating role the palace played in defusing this volatile and 
explosive situation. It was made clear that the King and the Eoyal Family 
were firmly committed to the democratic process and that a coup was 
simply not acceptable. Prime Minister Prem flew to the Northeast to 
consult with the King and the Royal Family and was seen to be under 
royal patronage. The threat of an imminent coup was thus defused, and 
Prime Minister Prem reasserted his position of authority. _ 

If any significance emerged from the eventful and volazile political 
developments of 1984, it was perhaps that the highest institution in the 
land, the monarchy, revered as a symbol of justic2 and authority, is likely 
to be the single most important force capable of holding the country 
together during times of chaos and crisis and of assuring the viability of a 
democratic process in Thailand. With a clear commitment of the monar- 
chy to a constitutional government, democracy Thai style ultimately may 
have a chance to take root. 





BURMA IN 1984 


Political Stasis or Political Renewal? 


Hugh MacDougall and Jon A. Wiant 








The year 1984 was quiet compared to its predeces- 
sor, which had been marked by the ouster of Brigadier General Tin Oo 
and by a North Korean terrorist bombing attack. The political system is 
marking time, perhaps awaiting the launching of new directions at the 
1985 Congress of the ruling Burma Socialist Programme Party (BSPP). 
Party Chairman Ne Win, who has governed Burma since 1962, remains 
in unquestioned charge of Burmese affairs. Internationally, with its 
nonaligned credentials reinforced by adroit handling of the bombing 
episode, Burma continues gradually to expand economic and cultural ties 
with the West. Although the Burma Army maintained throughout 1984 
an unusually aggressive and sustained campaign against the ideological, 
ethnic, and narcotics-based insurgents along Burma’s eastern frontier, 
neither the insurgencies nor Burma's unwelcome status as principal 
opium producer of the Golden Triangle seems closer to resolution. The 
economy, after several years of progress sparked by foreign aid and 
Burma's version of the green revolution, has faltered. As in the past, a 
combination of self-sufficiency in basic resources and a still vital tradi- 
tional culture gave most Burmese a quality of life substantially better 
than statistics would indicate. But Burma remains isolated and continues 
to fall behind its neighbors in infrastructure and technology. 
The Burmese political system remains in the hands of BSPP Chairman 
Ne Win, who resumed detailed control of government—with energy and 
apparent gusto—following his decision to oust the controversial 
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Brigadier General Tin Oo in May 1983. Whether Ne Win cashiered Tin 
Oo because of his presumptuous behavior as “Mister One-and-a-Half,” 
or whether the chairman sought to forestall a postsuccession political 
struggle, is still uncertain. During 1984 Tin Oo’s protégés, real or imag- 
ined, continued to be removed gradually from positions of power, and 
the Military Intelligence Services, through which Tin Oo exerted a 
pervasive and often deeply resented influence on both the military and 
government bureaucracies, was largely dismantled. However, the purge 
apparently has not created any cohesive group of dissidents among Tin 
Oo’s former supporters. The other leading members of Ne Win’s en- 
tourage, including Party General Secretary Aye Ko and Defense Minis- 
ter General Kyaw Htin, emerged from the crisis with influence enhanced 
by Tin Oo’s departure, but they have not sought publicly to “fill his 
shoes.” Lay Maung, the former foreign minister and intelligence 
specialist who was retired from public life in 1981, found a new role as 
behind-the-scenes troubleshooter and advisor to Ne Win. 

For President San Yu, long one of Ne Win’s closest associates, 1984 
was a year of political recovery. Though he was made president in 
November 1981, San Yu's position had been eauivocal since the 1977 
Party Congress (where an abortive effort reportedly was made to unseat 
Ne Win in San Yu's favor), and during the August 1981 Congress he was 
removed from his position as Party general secretary. As president, San 
Yu acted with great circumspection, repeatedly demonstrating public 
deference to the chairman, but in the early months of 1984 he was 
rumored to be in political difficulties partly because of financial ir- 
regularities attributed to his wife. When he visited England for medical 
treatment rumor was rife that he would return without a job. _n fact, such 
speculation proved unfounded. When San Yu reached Rangoon airport 
he was given an unexpected and effusive personal welcome by Ne Win 
himself, and shortly thereafter he delivered an unprecedented “state of 
the nation” address in a tone more confident and “presidential” than any 
public utterance he had made since assuming office in 1981. He made 
official visits to Japan in July and to China in October. This renewed 
prominence inevitably revived old suggestions that San Yu might be 
pro-Soviet, although the idea seems to have arisen more from Burma’s 
international stance when San Yu became Ne Win’s chief aide in the 
1960s and to his reputed support by leftist ideologues at the 1977 Party 
Congress, than from any insight into his personal attitudes. By all public 
evidence, San Yu has been wholly loyal to the evolving views of Ne Win. 

Though Ne Win’s retirement as president in 1981 focused attention 
on the future, there has been little change in the political system. Tin 
Oo’s political demise, while it enabled many Burmese to breathe 
somewhat more freely, did not encourage political experimentation in 
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1984. This year may prove more eventful. The scheduled Fifth Party 
Congress in August and electoral renewal of the government in 
November will offer Ne Win an opportunity to make changes, spurred 
perhaps both by Burma's recent economic difficulties and by Ne Win’s 
own evident desire to secure his place in history. A straw in the wind, to 
which a few have pointed, is the scheduled completion in June of the 
major pagoda—popularly identified with Ne Win-—being constructed 
with public donations just south of Rangoon’s famed Shwedagon. 


Foreign Policy Activism 

Burma’s response to the North Korean terrorist attack against a visiting 
South Korean presidential delegation in October 1983 earned it en- 
hanced international respect. By waiting until the evidence was clear and 
then acting decisively to break relations with North Korea (and “derec- 
ognize” its government), while at the same time refusing to be drawn 
into East-West polemics, Burma reinforced its nonaligned credentials. 
(Execution of the two surviving terrorists, sentenced to death after public 
and convincing trials, is awaiting—perhaps indefinitely—an appeal for 
clemency to President San Yu.) This undoubtedly made easier Burma’s 
continued strengthening of ties with the West and Japan, reflected sym- 
bolically by the prime minister’s official visits to Australia and New 
Zealand and more materially, among many other things, by closer co- 
operation with the United States in antinarcotics programs. Despite a 
growing desire for the goods, technology, and managerial know-how of 
the West, Burmese nonalignment probably still has more widespread 
public acceptance than any other facet of government policy—both for 
pragmatic reasons and because it serves to define Burma's sense of 
identity. 

Burma continued in 1984 to promote good bilateral relations with its 
neighbors, though its commitment to nonalignment still rules out any 
formal relationship with ASEAN. Goodwill visits have become a regular 
part of Burma’s relationships with countries to the west (India, 
Bangladesh, Nepal), south (Malaysia and Singapore), and the more trou- 
bled east (China and Thailand). Burma reaffirmed its Paukphaw (kinship 
brother) relations with China by exchange visits of foreign ministers 
early in the year followed by a ten day “official friendly” visit to China by 
President San Yu in late October. San Yu met with the top Chinese 
leadership, and the extensive press coverage by both Chinese and Bur- 
mese media hailed the close ties between the once estranged countries. 


Economic Growth Falters 
After several years of comparatively rapid growth and a real (if, by world 
standards, modest) increase in living standards, the Burmese economy 
has faltered. The problem is less a matter of things going wrong than of 
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economic factors reaching their natural limits. The Burmese “boom” was 
triggered by three major changes in Burmese policies and enabled the 
economy to work back from the low production levels and serious 
shortages of the early 1970s. First, Burma resumed accepting foreign 
economic grants and loans, primarily from the West and Japan and from 
international financial agencies; by 1984 the level of grant aid seemed to 
be approaching a peak, and the debt-service ratio on loans was nearing a 
prohibitive 40%. Second, Burma had successfully implemented a green 
revolution that brought its rice exports, its principal source of foreign 
exchange, back up to nearly one million tons pér year; by 1984, with 
high-yield varieties introduced into most major paddy-growing areas, 
further increases seemed unlikely, and world rice prices had stabilized at 
a comparatively depressed level. Finally, bureaucratic reforms had 
somewhat improved the efficiency of Burma’s state-run economic enter- 
prises; further improvement would seemingly require major structural 
changes. But planning had envisaged growing national income and proj- 
ects under way were consuming additional resources; in the face of 
lower export earnings, Burma had to cut back sharply on its official 
imports and rethink development plans. 

An additional problem is the gradual decline in petroleum production; 
output from Burma’s established fields has been dropping for a variety of 
reasons and active prospecting has not replaced it. A major natural gas 
reservoir, its potential not yet fully charted, has been discovered in the 
Gulf of Martaban and Burma places considerable hope in its develop- 
ment. Negotiations for financing the field’s development were underway 
in 1984, seeking first to develop the additional fertilizer producing 
capacity required by the new high-yield rice varieties. Whether exploita- 
tion of this gas find will prove economically feasible and whether it can in 
the near future prove useful to Burma remain problematical. For the 
moment, since the government has so far been unwilling to consider oil 
imports, the economy is suffering from both consumer shortages of 
gasoline and kerosene and a significant slowdown in some development 
projects. 

A final element in the economic picture is the so-called black market, 
which provides most consumer goods beyond the limited, though grow- 
ing, range produced by domestic industry. Despite sporadic efforts to 
impede illegal imports—because they finance the border insur- 
gencies-——they are generally tolerated once they reach urban market- 
places and there are few commodities (new books being a notable 
` exception) that cannot be tracked down in major cities. This market is a 
major resource for the Burmese consumer, especially in urban areas, and 
has undoubtedly contributed to public contentment. However, it comes 
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at considerable price, not just in lost revenues but in the parallel and 
greater outflow of Burmese primary commodities (as well as the more 
exotic narcotics, gemstones, and art works) which not only pays for the 
imports but constitutes a significant drain of capital. Another, and legal, 
private import is that of motor vehicles (mostly reconditioned Japanese 
pickup trucks) by Burmese sailors, trainees, and others working abroad; 
by mid-1984, downtown Rangoon was beginning to suffer from traffic 
congestion which was growing visibly month by month. 

At the beginning of 1984, Burmese shops and markets were compara- 
tively flush with goods of all sorts. For the more affluent, television (now 
transmitted in Mandalay as well as Rangoon), video games, and video 
recorders supplied with bootlegged tapes, were no longer mysteries. But 
the public was beginning to complain of rising prices of rice (when 
bought, as many consumers prefer to do, from private sources), fish, 
cooking oil, fuel, and other basic commodities—although these prices 
did not attain the scarcity levels of a decade ago. During the year there 
also developed at least temporary shortages of some black market goods 
as a result of the continuing government offensive against Karen insur- 
gents. 

The Burmese economy remains comparatively resistant to interna- 
tional problems, since there are ample resources of food, land, and 
energy, and the public is adept at circumventing and overcoming 
difficulties. The bulk of the population still consists of subsistence farm- 
ers, only partially tied to the cash economy, and migration to urban 
areas has been comparatively slow. While there is a lot of underemploy- 
ment, especially of educated people in cities, there is little apparent real 
hardship. Educational and health facilities, though often primitive, are 
widely dispersed. Despite encroachment by modernity, Burmese tradi- 
tional culture remains very much alive in both rural and urban areas, and 
the quality of Burmese life seems considerably higher than its rank 
among the ten poorest nations would lead one to expect. The rest of the 
world, including Burma's neighbors, is rapidly developing in infrastruc- 
ture and technological capacity, and Burma seems to be falling further 
and further behind; should it decide to catch up, the economic and 
cultural cost may prove considerable. 


Insurgency—Shifting Priorities, Shifting 
Alliances 
Eastern Burma and the Shan plateau remained at the center of Burma's 
security concerns, but Rangoon’s attention for the moment seemed more 
focused on the Karen insurgents who operate along the east and south- 
eastern Burmese/Thai border than with the Burmese Communist Party 
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(BCP) insurgents, historically the country’s number one security prob- 
lem. While Burma Army forces contended with the BCP and with the 
Karen insurgents and their erstwhile allies in the National Democratic 
Front (NDF), other Shan state insurgent and nercotics trafficking war- 
lord organizations appeared to be undergoing one of their periodic 
realignments, a product both of the changing political economy of the 
Golden Triangle and of increasingly aggressive Thai security efforts 
along the border. The latter have displaced most of Burma's Shan insur- 
gents from their traditional sanctuaries in Thailand and wreaked havoc 
on the narcotics traffickers’ infrastructure. 

In late 1983, the Burma Army embarked on € major, multidivisional 
campaign targeted against base areas of the Karen National Union 
(KNU) and its military arm, the Karen National Liberetion Army 
(KNLA). During the dry season months of 1984, Rangoon pitched 
several batralions against key KNLA strongholds and KNU border tax 
collection points, the KNU’s primary revenue source. By all accounts the 
fighting was bitter, producing heavy casualties on both sides. The Burma 
Army seige of the KNU headquarters at Maw Pokay almost resulted in 
the collapse of the KNU command, a development prophesied in a 
Working People’s Daily editorial on the Karen situation (March 14, 1984), 
and provoked a large flow of Karen refugees into Thailand. Subsequent 
Burma Army incursions into Thailand to hit at Karen bases on the Thai 
side of the border added another significant irritant in perpetually 
strained Thai-Burmese relations. The Thai press played out dramatic 
accounts of the war, propagandizing Karen accomplishments while 
simultaneously alleging all sorts of misdeeds by the Burma Army in- 
cluding the use of chemical warfare. (This small war attractec considera- 
ble interest in the Western press, including Soldier of Fortune, which ran a 
series of colorful, if not slightly whimsical accounts of the KNLA in 
action.) Fighting on the Karen front continued sporadically into the rainy 
season; with the return of the dry season, Burma Army troops appeared 
poised for another operation against the KNU. In early December, the 
Army attacked joint Mon and Karen insurgent positions (both are allied 
under the NDF banner) in the economically important Three Pagoda 
pass area, setting off another refugee flow into Thailand. The effects of 
the Burma Army campaign are not altogether clear at this tims. Rangoon 
has been unable to deal the KNU a knockout blow despite the commit- 
ment of some of its best combat troops. It has taken heavy casualities and 
the campaign must pose a heavy burden to Burma’s already tight budget. 
For their part, the Karen have withstood the offensive but also at consid- 
erable cost in personnel, and perhaps more important, in financial terms. 
A Karen official told a Far Eastern Economic Review reporter that the 
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attacks on tax points had cut Karen revenues from the illegal border 
trade to about one million kyat a month, down from the 500 million kyat 
($64 million) the Karen were making annually before the offensive. 

To the north, the myriad Shan state insurgent groups remained in flux, 
alternately fighting each other or attempting alliances. Two groups 
seemed to have been weakened dramatically during the year. The 
Kuomintang remnants, or so-called Chinese Irregular Forces (CIF), were 
under continually heavy pressure from the Thai, who had moved force- 
fully to police their illicit activity. The long-time CIF ally, the Shan 
United Revolutionary Army led by Mo Hein, re-formed as the T'ai 
Revolutionary Army (TRA) and began to operate more independently of 
the CIF. The Shan State Army (SSA) remained in the throes of one of its 
periodic fits of factionalism and its future seems problematic at best. Part 
of the SSA rejoined the BCP—an on again, off again alliance for the past 
ten years—while others joined the TRA. Little was heard of Hsao Lane, 
the former SSA commander who rallied to Rangoon last year. 

Clearly the Shan United Army (SUA) remains the strongest of the 
insurgent/narcotics trafficking organizations in the eastern Shan state. 
Nevertheless, the SUA has had to weather one attack after another from 
Thai antinarcotics forces. As a result, little of the once impressive SUA 
economic and military infrastructure remains on the That side of the 
border. While the SUA maintains its hold on narcotics trafficking in the 
region, the cost of doing business has undoubtedly increased sharply. 
Furthermore, it must contend with challenges from the CIF and TRA as 
well as the BCP, which has moved deeply into SUA territory. At the 
same time, Burma Army operations have pressed the SUA from the east 
and in its homeland area of Loimaw. The Burmese appear about to 
embark on major, new narcotics control initiatives in the region and 
these combined with continuing Thai action will keep the SUA and other 
groups unsettled. 

In one sense, the BCP has been a beneficiary of this unsettled situa- 
tion. Capitalizing on the problems of the Shan groups, BCP units have 
pushed south and east out of their old base areas east of the Salween 
river. Although Burma Army troops have skirmished with BCP troops, 
Rangoon has not mounted a major offensive against the BCP since Ye 
Ming Aung II in January 1983, and even the BCP’s expansion into areas 
along the Thai/Burma border—perhaps more as an attempt to gain access 
to the border narcotics market than an effort to build a political base— 
has not resulted in any significant clashes with the Burma Army. 

The BCP’s propaganda organs have returned to the theme of national 
unity and renewed the call for negotiations with the government that 
were broken off in 1980. In the end, however, the BCP remains a 
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hostage to the foreign policy interests of China, its historical mentor. 
While the BCP’s move into the opium economy has apparently offset 
some of its financial problems caused by a significant reduction in 
Chinese support, it has found no surrogate for the ideological inspiration 
it once drew from Beijing. China’s own commitment to modernization 
and liberalization has begun to percolate through BCP propaganda, 
raising further questions as to whether the BCP “revolution” can weather 
Beijing’s tighter embrace of Rangoon. 
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In September 1984 Papua New Guinea (PNG) 
celebrated its ninth year of nationhood, but it was not a time of national 
rejoicing. Despite calls for renewed efforts in all spheres of life, many 
seemed pessimistic about the future of the country.! 

While 1984 saw notable achievements, such as PNG’s hosting of the 
Commonwealth Heads of Government Regional Meeting and the 
opening of the magnificent new 25 million kina (US$27 million) Na- 
tional Parliament building in August, there were a number of reasons for 
despondency. It became clear, for example, that the economic objectives 
set at Independence were being eroded. Related to this, after a number 
of years of relative industrial peace, labor unrest reemerged. Similarly, 
secession was again in the air as Prime Minister Michael Somare decided 
to reevaluate provincial government. In addition, as the year drew to a 
close, Somare’s Pangu Party itself was the scene of a bitter power 
struggle. Internationally, PNG’s relations with Indonesia reached a new 
low as the government accused the Indonesians of two border violations 
and as 11,000 Irian Jayan refugees crossed into PNG. In each of these 
areas, where bipartisan policies had generally been maintained since 
1975, albeit somewhat shakily, consensus began to crumble. 


The Economy 
At Independence, a policy was adopted that emphasized the wide dis- 
tribution of economic benefits at the expense of growth. However, this 
policy has fallen by the wayside as the capitalist economy has taken hold. 
In 1984 the government signaled the official death of the distributional 
aims as it embarked upon a growth-oriented strategy. 
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Indicative of this was the publication of a new industrial policy.” Its 
underlying logic is the belief that the growth strategies cf East and 
Southeast Asia are working and that PNG’s emphasis on equity has led to 
stagnation in the economy, with the country being left behind indus- 
trially. Those who support the new policy emphasis believe the time is 
right for growth and structural change based or domestic and foreign 
private sector investment, with the state playing a supportive role. 

The new approach has been criticized on a number of grounds. Some 
economists have argued that it ignores the important role of agriculture 
in the national economy, demands high levels of protection, and under- 
estimates PNG’s past economic performance.’ Pclitical opponents of the 
government have attacked the abandonment of the aims of equity and 
distribution, charging that a growth strategy is a sell-out of the nationalist 
objectives set at Independence and a recipe for social unrest. Indeed, 
unrest already has emerged, especially within the labor movement. 

The government has a policy of limiting wage increases to 5% annu- 
ally. Because of inflation, this has meant that real wages have been 
declining over the past 18 months. While initially quiet, the unions 
became restive following a decision by national parliamentarians to ac- 
cept a 30% salary increase in June.* The year 1984 saw one of the highest 
levels of industrial unrest in PNG for some time, and much of this can be 
attributed to the government's policy that results in real wage reductions. 

Labor unrest was not the only problem facing the government. In the 
important mining sector, the two largest enterprises, Bougainville Cop- 
per Limited (BCL) and Ok Tedi Mining (OTM), both suffered setbacks 
that affected the nation’s economic progress. With depressed world 
copper prices, BCL and OTM face an uncertain future and there is the 
prospect of further reduced dividends and royalties for the state.® 

BCL saw labor unrest in the latter part of the year, and OTM pre- 
sented the government with a series of problems. Situated in inhospita- 
ble jungle close to the Indonesian border, Ok Tedi required huge 
developmental expenditures. The government had pinned many of its 
hopes on the success of the project, but 1984 was not a good year for 
OTM. First, the provision of an environmentally safe tailings dam was 
seriously delayed by a huge mudslide early in the year, and later a 
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makeshift dam allowed at least one cyanide spill, damaging the river 
system of the area. Second, in June a barge laden with fifteen containers 
(2700 drums) of cyanide overturned at the mouth of the Fly River and 
caused a major environmental scare.® It seems that most of these drums 
will never be recovered, and the government has been criticized for 
failing to maintain adequate controls on projects that have a significant 
environmental impact. As a partial response, the government in 
November announced a reduction in its expenditure on the OTM proj- 
ect. 

It was not all economic gloom for the government, however. Despite 
low copper prices, other commodity prices have been high and economic 
growth has been solid. And, the Australian government released a major 
report on its foreign aid program (the Jackson Report) which, despite its 
generally negative view of PNG’s economic performance, made it clear 
that Australia’s substantial commitment to PNG will continue.’ Indeed, 
the Australian government in August announced a K245 million aid 
program,® which was a reduction, but by a smaller percentage than that 
previously negotiated between the two countries. 

Other economic highlights included the finalizing of a K100 million 
agreement for a timber project near Vanimo in West Sepik province and 
the planned introduction of television in 1985. Both agreements were 
not without controversy, however, being surrounded by accusations of 
corruption.’ 


Political Performance and Conflict 

In the political arena, the government began the year in command. 
Somare, a skilled parliamentary performer, held sway in the early session 
of Parliament, making the Opposition appear opportunistic and lacklus- 
ter. But as the year progressed, with Pangu losing some provincial 
elections and suffering setbacks in others, the Opposition became more 
of a threat and by the end of August began to press the government on a 
number of issues. With the partial withdrawal of United Party support, 
the Somare government faced a no-confidence motion in Parliament, but 
dramatically avoided it by closing the parliamentary session a week early. 
Opposition leader lambakey Okuk promised to renew the motion in 
November. 
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The intervening period should have been a time for the government to 
rally its support. However, as the November session approached, Pangu 
itself was wracked by internal conflict.!° Just days prior to the reconven- 
ing of Parliament, Deputy Prime Minister Paias Wingti demanded that 
Somare reshuffle his cabinet to rid it of “dangerous elements,” a refer- 
ence to three of the Prime Minister's strongest supporters, Barry Hollo- 
way, John Nilkare, and Tony Siaguru. Wingti claimed thar they were 
corrupt, conservative, and too business-oriented. His move posed a 
threat to the stability of the government, particularly since he had the 
support of a number of ministers and back-benchers. As the November 
session began, Somare received an emotional resignation from Siaguru, 
who in turn demanded Wingti’s dismissal. Wingti resigned, and hurried 
back-room meetings followed. So furious was the dealing that sessions of 
Parliament were suspended for lack of a quorum. 

Even as the Opposition introduced its no-confidence motion on 
November 12 (to be voted on a week later), it was not clear if Somare 
would survive, but by mid-week it became apparent that he would hold 
on. Wingti accepted reinstatement, largely on his own terms, and Somare 
received the support of Sir Julius Chan’s People’s Progress Party (PPP), 
which broke with the other major opposition parties. Somewhat 
sheepishly, the no-confidence motion was withdrawn on the day it was to 
go to a vote. 

Wingti emerged as the winner in this struggle, which could easily have 
removed the government. He justified his actions in terms that spoke of 
Pangu and cabinet solidarity, claiming that the “dangerous” ministers 
were making the important decisions and turning Pangu away from its 
ideals, which Wingti saw as serving “...the workers, villagers and 
masses.’!! While there is this element of left versus right within Pangu, it 
is clear that business interests had much to do with the crisis. 

Many members of Parliament and the various political parties have 
substantial business interests, and Wingti’s victory gives the Highlands 
and New Guinea Islands business groups a stronger position in the 
cabinet and within Pangu’s business arm, Damai. No doubt Wingti and 
his supporters will see their business stocks rise with their political 
fortunes, but it would be wrong to assume that the struggle is over. 
Somare’s control of the party has been weakened and the various factions 


10. The best coverage of these events is to be found in the Times, especially November 
11, 1984, pp. 1, 4~5. 

11. Paias Wingti, quoted in Joe Koroma, “Why Wingti Felt He Had to Quit,” Times, 
November 11, 1984, p. 5. 
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will regroup for another clash since the stakes, political and economic, 
are high. 

Another winner would appear to be the PPP, for a cabinet reshuffle 
seems to have been a part of the bargain struck with Somare in return for 
PPP support. Sir Julius himself emerged from these machinations look- 
ing “clean,” claiming to have remained “aloof” from the back-room 
dealing. 

A further, potentially serious, conflict for the government arose in the 
area of provincial-national relations. In February, the Enga provincial 
government was suspended by the national government for financial 
irregularities, and this was followed in September by suspension of the 
Manus provincial government for similar reasons. Between these two 
events a series of provincial elections were held, none of which produced 
encouraging results for the Pangu Party. 

In Morobe, incumbent Premier Utula Samana led his Morobe Inde- 
pendent Group to a comfortable victory over their free-spending Pangu 
opponents in June. His victory was significant because Samana ts an 
articulate and outspoken critic of the national government, charging it 
with pandering to foreign interests and neglecting village-level issues. It 
was also significant because in the 1982 national elections Pangu had 
easily won seats in Morobe. Given the national government's latest tack 
on economic policy, Samana’s popular victory, based on a radical 
nationalist ideology, does not augur well for Pangu’s 1987 election 
prospects. 

The victory of Alexis Sarei and his Melanesian Alliance Party in the 
North Solomons provincial elections in July was also a blow to Pangu. 
The province provides the bulk of PNG’s export earnings (from the BCL 
mines), and Pangu had campaigned strongly for the return of Premier 
Leo Hannett. Hannert’s Unity and Development group was, however, 
soundly defeated.'* 

Even in the provincial elections where Pangu did win, such as Chimbu 
and Western Highlands, there were few victory celebrations as tribal- 
cum-political fighting broke out. 

Clearly, provincial governments were becoming a problem for Pangu 
and hence the national government, and it came as no surprise when 
Somare announced in September the beginning of a review of provincial 
government. The first step was a proposed referendum to determine the 
“people’s wishes.” The reaction against this proposal was strong, with 
Islands premiers raising the specter of secession. This was a symbolically 


12. Franzalbert Joku, “Hannett Falls from Power,” Times, July 12, 1984, p. 5. 
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important move for it was only in the mid-1970s that a shaky consensus 
had been achieved with various secessionist groups to allow for the 
formation of a national state. So, here again, consensus seemed to be 
crumbling. 


International Relations 

In 1984 PNG’s foreign relations were dominated by matters involving 
the joint border with Indonesia. Following the crisis in 1983 over the 
incursion of an Indonesian road into PNG territory, relations between 
the two countries seemed set to improve following Somére’s visit to 
Indonesia in December 1983. But this was not to be. Following clashes 
between the Organisasi Papua Merdeka (OPM) and Indonesian troops in 
and around Jayapura, the capital of Irian Jaya, in late February, a trickle 
of refugees to the PNG side of the’ border became a flood as Indonesian 
troops expanded their actions against OPM. 

OPM operations near the border have long been an irritant in the 
relationship between Indonesia and PNG, but previously the flow of 
refugees had been manageable and the government had generally been 
able to cope by resettling some, finding third countries for others, and 
repatriating the majority. In 1984, however, some 11,000 refugees 
crossed into PNG, making this resettlement-repatriation exercise a 
major undertaking. Initially the PNG government did attempt to apply 
its tried methods, but as the numbers crossing the border increased, 
these steps could not be realistically pursued, although PNG repeatedly 
announced that repatriation would proceed. By late November, actual 
repatriation seemed no further advanced than it had in April despite 
prolonged negotiations and even apparent agreement between the two 
governments, and no refugees had been sent back. 

The refugee issue was further complicated by a number of alleged 
border violations by the Indonesians. On March 27, two “foreign” mili- 
tary aircraft overflew a PNG government station at Green River, 20 
kilometers inside the border. Two days later the Indonesian ambassador 
was presented with a protest note. While the Indonesians denied any 
violation, the PNG government demanded the replacement of the In- 
donesian defense attaché. In June, another violation was claimed when a 
party of Indonesian soldiers camped at an unoccupied village inside PNG 
and destroyed food gardens growing in the area. And in November, yet 
another incursion was reported as Indonesian troops pursued OPM 
rebels across the border. 

Events such as these tended to harden attitudes in PNG. When 
Foreign Affairs and Trade Minister Rabbie Namaliu went to Jakarta in 
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April, he was strong, even provocative, in his initial statements, and 
later he raised the issue of border incursions at the United Nation’s Gen- 
eral Assembly session in October. This move stunned the Indonesians 
and further strained relations between the two countries. 

For the Indonesians, relations reached a new low when a team arrived 
in PNG in November to prepare for the long-delayed repatriation exer- 
cise. Despite warnings that the Indonesians would receive a hostile 
reception, PNG officials allowed them to visit the Blackwater camp near 
the border town of Vanimo, arguing that adequate security would be 
provided. However, when the widow of Irian Jayan anthropologist Ar- 
nold Ap became involved, accusing the Indonesians of murdering her 
husband, some refugees attacked and injured several members of the 
Indonesian delegation. The Indonesian government protested, and there 
was a demonstration outside the PNG embassy in Jakarta. 

Throughout, negotiations continued on a revision of the 1979 border 
agreement between PNG and Indonesia. Indonesian Foreign Minister 
Mochtar Kusumaatmadja visited Port Moresby for the ratification cere- 
mony on October 29. The visit was preceded by a meeting between 
PNG’s deputy Opposition leader, Fr. John Momis, and OPM leader 
James Nyaro near Vanimo. Mochtar expressed his concern about this 
meeting, and he must have been equally concerned by the apparent snub 
he received when neither Namaliu nor his departmental secretary met 
him on his arrival. Nevertheless, the new agreement was signed, but 
almost immediately there arose differing interpretations of its joint bor- 
der security provisions. 

Relations with Indonesia and the question of the fate of the refugees 
has seriously split public and official opinion in PNG. PNG’s relationship 
with Indonesia has tended to be based on the belief that Indonesia is a 
powerful and populous neighbor and therefore a potential threat. Thus, 
many in PNG have been prepared to make concessions in their dealings 
with Indonesia, believing that this is the way to avoid domination. This 
has certainly been true of the Somare governments from 1975 to 1980 
and since 1982. However, in 1984 there again emerged a feeling, even 
within the government, that PNG was giving too much and receiving 
little in return. The differing perceptions would seem to have seriously 
affected relations between, for example, Namaliu and his departmental 
secretary, Paulius Matane. The latter seemed more willing to grant 
concessions to the Indonesians, while Namaliu, in 1984, took a tougher 
line. 


13, Far Eastern Economic Review, April 26, 1984, pp. 18-19. 
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The division was also reflected in the handling of the refugee issue. 
Clearly the Department of Foreign Affairs and Trade could not cope 
with the crisis. Some disastrous decisions (and nondecisions) were made. 
Nowhere was the disaster greater than in the refugee camps, where it 
seems that a high-level decision was made to discourage further border 
crossers by making conditions in the exisiting camps “temporary” and 
difficult. The government, refusing almost all offers of aid, found that 
more than 100 refugees died in Western Province of starvation-related 
diseases. Hurriedly the government accepted UNHCR assistance of 
more than K750,000 to avoid even more deaths. This tragedy was 
blamed on “mismanagement,” but it seems clear that a high-level deci- 
sion to discourage refugees was involved.’ Many in PNG feel that not” 
only should the refugees be treated more humanely and in line with 
international law, but that the whole question of repatriation needs to be 
reconsidered. 

The year was one in which consensus on a number of major issues 
broke down—on economic policy, on provincial government, on foreign 
policy, and indeed, within the government's own ranks. This in itself is 
not surprising—perhaps what is more surprising is that consensus held 
for so long. In 1985, PNG celebrates its tenth year of independent 
statehood, and it promises to be a year of reflection and of political 
turbulence. 


14. See articles by Neville Togarewa in the Times, November 5, 1984, pp. 4—5. 
15. See comments by North Fly Member of Parliament, Warren Dutton, in Times, 
November 11, 1984, p. 3. 
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Communal confrontation and escalating violence 
dominated the political life of Sri Lanka throughout 1984. Tensions 
between the Sinhalese ethnic majority and the Sri Lanka Tamil minority 
arose from a decade-old movement for a separate Tamil state on the 
island, to be called Eelam. Although savage communal riots such as those 
that jarred the nation in July 1983 did not recur, the conflict was marked 
by a sharp increase in the level of violence. A Tamil underground 
guerrilla—or terrorist, depending on one’s perspective—movement 
stepped up its attacks on government personnel and facilities, and gov- 
ernment security forces responded with actions of widening scope and 
severity. The heightened violence was marked by accusations of atroc- 
ities by both sides. Relations between the governments of Sri Lanka 
and India were strained by year’s end as a result of Sri Lankan accusations 
regarding separatist guerrilla training camps in the South Indian state of 
Tamil Nadu and efforts of the Sri Lankan armed services to interdict 
movement between Tamil Nadu and northern Sri Lanka. 


The Background 
The Sinhalese, who speak the Sinhalese language and are predominantly 
Buddhist, made up 74% of the nation’s population in 1981. The Sri Lanka 
Tamil community, a Hindu Tamil-speaking ethnic group resident on the 
island since antiquity, formed nearly 13% of the 1981 population, and a 
second Tamil-speaking Hindu population, called Indian Tamils, consti- 
tuted nearly 6%, with Moors, Burghers, and others accounting for the 
balance.! The Sri Lanka Tamils inhabit the Jaffna peninsula and adjacent 
areas at the far north of the island and parts of the east coast, although at 
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least until the riots of 1983 Tamils were found in all sections of the 
island. 

Communal tensions and rivalry have marked the politics of Sri Lanka 
since the 1950s. By the early 1970s, the demand for a separate Tamil 
state had surfaced and terrorist acts attributed to Tamil separatists began 
to appear in the North. Communal riots in 1977, 1981, and 1983 
undoubtedly widened the gulf between the communities and heightened 
the Tamil sense of grievance and victimization. The separatist movement 
has been essentially limited to the Sri Lanka Tamil communitcy, calling for 
an independent state in the North and East, the regions considered to be 
the traditional homeland of the Sri Lanka Tamil people. The Indian 
Tamils, most of whom have lived among Sinhalese in the interior high- 
lands in areas not contiguous with the Sri Lanka Tamil regions, have not 
generally joined in the call for a Tamil state. Many Indian Tamils were 
victims of the riots of 1977 and 1983. Exposed and vulnerable in the 
largely Sinhalese South, some number of Indian Tamils have sought 
passage to South India, from which their ancestors had migrated over the 
past 150 years. 


The All-Parties Conference 
Government-initiated efforts to negotiate a political settlement of the 
festering and increasingly violent communal confrontation commenced 
early in 1984 and slogged onward, with little evident success in resolving 
the conflicting and highly charged demands and remonstrations voiced in 
the name of each of the two major ethnic groups. On coming to power in 
1977, Sri Lankan President J. R. Jayewardene had called for a conference 
of representatives of all political parties to resolve communal! issues in 
order to remove these issues from the partisan contention that had 
sidetracked previous attempts at solution. More than six years later, in 
January 1984, talks got underway. Attending the initial discussions were 
representatives of the governing United National Party (UNP); its chief 
rival, the Sri Lanka Freedom Party (SLFP); the principal party of the Sri 
Lanka Tamils, the Tamil United Liberation Front (TULF); and five other 
parties, all active on the island except for the small, recently proscribed 
Janatha Vimukthi Peramuna and the Nava Lanka Sama Samaja Party. 
The SLFP, however, soon withdrew, as did the small Mahajana Eksath 
Peramuna. Later invited to attend were ethnic and religious organizations 
representing Buddhists, Hindus, Muslims, and Christians. 

Principal points of discussion concerned devolution of certain gov- 
ernmental powers and resources to sub-national units, an idea apparently 
accepted in principle by all groups but subject to many different views on 
the constitution of the units and the extent of powers to be delegated. 
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The initial government preference appeared to be to make the country’s 
24 districts the major units for devolution. Tamil leaders favored larger 
units that could bring the Tamil-majority districts together in a single 
unit. Eventually, proposals were offered for “Inter-District Co- 
ordinating Units,” presumably coinciding with the larger, administra- 
tively defunct provinces, and for a second legislative chamber with 
members drawn from popularly elected District Development Councils. 
Remaining ambiguities of power and structure, however, blocked TULF 
agreement. While government spokesmen continued to voice optimism 
regarding the talks, an accord without acquiescence by the SLFP seemed 
of questionable worth. In any case, as the year wore on the escalating 
level of violence largely eclipsed the talks. In late December, Cyril 
Mathew, who had been minister of industries and scientific affairs, was 
dismissed from the government by President Jayewardene for criticizing 
proposals presented to the all-parties conference. Mathew had been 
viewed as a spokesman for anti-Tamil sentiment within the cabinet. 


The Tiger Underground 

Since the early 1970s, a separatist underground had been engaged in acts 
of violence, including the murder of policemen and Tamil politicians 
who cooperated with the government. By the early days of 1984, how- 
ever, its activities had escalated to include clashes berween separatist 
guerrilla bands and military units. Throughout the year, the level and 
tempo of violent encounters seemed to grow inexorably. Stepped up 
action by guerrillas prompted increasingly vigorous sweeps by the armed 
forces. The foreign press regularly reported incidents in which guerrilla 
attacks were followed by retaliatory action by service personnel, includ- 
ing indiscriminate firing into towns and villages, the victims of which 
were not infrequently civilian bystanders. Stories of atrocities by the 
armed forces were followed by government accusations of guerrilla 
atrocities against both service personnel and Tamils who failed to sup- 
port the separatist cause. Charges of genocide were raised by spokesmen 
and supporters of Tamil separatism.’ 

The guerrilla underground, believed composed of Tamil youths, was 
known as the “Tiger Movement,” although by 1984 it was composed of a 


2. For example, Satchi Ponnambalam, “Tamil Liberation Struggle Reaches the Popular 
Stage,” in The Second World Thamil Eelam Convention, June 30th, July 1st and 2nd 1984, 
Nanuet, New York (no place or publisher, 1984), pp. 8-10; M. Karunanidhi, “Complaint of 
Acts of Genocide and Violations of Human Rights Committed Against the Tamils of Sri 
Lanka” (Committee for the Protection of the Tamils in Sri Lanka document); Tamil Rescue 
Appeal, Campaign for the Defence of Tamil Rights, Facts Which Constitute an Indictment of 
the Government of Sri Lanka (London: Tamil Rescue Appeal, 1984). 
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number of rival groups, possibly as many as nine, divided by caste, 
ideology, and personal antagonisms. Their combined strength has been 
estimated at anywhere from 500 to 6,000 or more. Amorg the major 
groups operating in 1984 were the Liberation Tigers of Tamil Eelam 
and an offshoot, the People’s Liberation Organisation of Tamil Eelam. 
Another group, the Eelam People’s Revolutionary Liberation Front, 
gained -international attention by kidnapping an American couple in May 
and releasing them unharmed five days later after appeals by Indian 
Prime Minister Indira Gandhi and Tamil Nadu Chief Minister M. G. 
Ramachandran, suggestive of the growing role being played by Indian 
figures in the darkening situation in Sri Lanka. 

India again became involved in the Sri Lankan separatist violence in 
August when a bomb exploded in the Madras airport killing 34 persons. 
The bomb was thought to be the work of separatist extremists who 
intended the explosion to occur aboard a plane bound for Colombo. 


Government Responses and Continued 

Violence 
In March, Lalith Atulathmudali, minister of trade and an architect of Sri 
Lanka's economic policies since 1977, was named minister of national 
security in a move presumably intended to bring new vigor and top-level 
political leadership to the campaign against the Tiger guerrillas. In the 
months following, government spokesmen announced that former 
members of Britain’s elite Special Air Services Regiment and agents of 
Israel's domestic intelligence agency, Shin Bet, were engaged in training 
antiguerrilla security forces. 

The gradual internationalization of the contest was suggested in bea: 
dent Jayewardene’s mid-year journey to London and Washington, to 
which was added a visit with Prime Minister Gandhi in New Delhi. As 
Jayewardene met with President Ronald Reagan, Tamil protesters dem- 
onstrated near the White House. The New Delhi meeting, however, 
may be presumed to have been of greater import because of the Sri 
Lankan governments rising concern with alleged separatist guerrilla 
bases in the south Indian state of Tamil Nadu and a growing tendency for 
Tamils in Sri Lanka and their supporters abroad to look to India as the 
eventual arbiter of the communal confrontation. Jayewardene reportedly 
urged curbs on support for guerrillas in Sri Lanka by Tamils living 
abroad. Speculation in Sri Lanka about Indian intervention later in the 
year prompted Mrs. Gandhi to assure Jayewardene that India had no 
intention of invading its neighbor.’ 


3. Sri Lanka News Review, 2:30 (October 15, 1984), p. 8. 
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The rising tide of violence was evident in the first major incident of 
terrorism threatening the population of the capital, when seven bombs 
were exploded one morning in late October in Colombo. Three persons 
were killed, including one who was believed to have been placing a bomb 
near a police installation when it exploded prematurely.‘ 

In a move evidently intended as a symbolic demonstration of the 
government's concern for justice and equality for the nation’s Tamils, 
President Jayewardene in October named a Tamil chief justice of the 
Supreme Court, the highest official post held by a Tamil since indepen- 
dence. 

The assassination of Indira Gandhi led President Jayewardene to draw 
a parallel between the terrorist killing followed by communal riots in 
India and the Tiger ambush of an army patrol which touched off anti- 
Tamil riots in Sri Lanka in 1983. In a statement on his return from the 
Indian prime minister's funeral, Jayewardene declared: 


In India, some Sikhs are agitating for a.separate State, Kalistan. In Sri Lanka 
some Tamils are doing the same, seeking to establish “Eelam.” 


Both movements have spawned terrorists who now operate on their own 
momentum. 


In both countries the Central Governments seek to settle any disputes that 
may exist constitutionally and peacefully. 


The Indian and Sri Lankan Government[s] accuse foreign countries of seeking 
to interfere. 


In India terrorists who committed the assassination were Sikhs. In Sri Lanka 
they were Tamils. 


In India a few enraged Hindus massacred innocent Sikhs. In Sri Lanka a few 
enraged Sinhalese massacred innocent Tamils. 


Every such act committed either by Indians or Sri Lankans is wrong and 
inhuman.® 


Minister of National Security Atulathmudali, in a lengthy speech to 
Parliament on November 29, announced stringent new measures to 
prevent movement to and from the Jaffna peninsula and to restrict 


4. Terrorist Review: A Periodical on Terrorism in Sri Lanka (Colombo), 1:2 (October 31, 
1984). That a publication bearing this title should appear in Sri Lanka in 1984 is itself 
eloquent commentary on the direction of events during the year. It was published by an 
organization called the Society for Ethnic Amity. 

5. Sri Lanka News Review, 2:31 (October 30, 1984), p. 2. l 

6. The text of the statement, issued on November 10, was released by the Embassy of 
Sri Lanka, Washington, D.C. 
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movement within the peninsula. The minister announced the creation of 
a “prohibited zone” consisting of a strip of sea and land of 10C meters on 
either side of the coastline around the peninsula, and a “security zone” 
including the peninsula and adjacent areas, into and within which move- 
ment would be severely restricted. An undefined “surveillance zone” 
apparently included the waters of the Palk Strait separating Sri Lanka 
from southern India. 

The measures were required, the minister argued, to counter Tiger 
plans to drive the government forces from the peninsula by the end of 
the year. He cited separatist claims that up to 4,000 guerrilles would be 
brought from Tamil Nadu for the operation. Atulathmudali emphasized 
the importance of the guerrilla camps in Tamil Nedu, asserting: “I do not 
think anybody doubts the fact that if there were no terrorist bases in 
Tamil Nadu the terrorists would not be in a position to do anything at all. 
It is this base that has given them succor, the support and the ability to 
continue with their hit and run methods.”” 

The Sri Lankan government's moves to seal off the Jaffna peninsula 
from separatist bases in Tamil Nadu opened the prospect of ciscord with 
the nation’s giant neighbor since Indian as well as Sri Lankan fishing and 
other vessels frequent the waters between the two countries. The new 
Indian prime minister, Rajiv Gandhi, in December issued a statement 
charging the harassment, detention, and injury of Indian fishermen in 
the Palk Strait, in waters they had traditionally fished. He also criticized 
the situation in the Jaffna peninsula created by the establishment of the 
security zone, citing the hardship and danger posed to residents of Indian 
origin.® 

The day following Atulathmudali’s speech in Parliament, two related 
incidents reportedly occurred that could represent a new and vicious 
stage in the communal conflict. Persons described as “Northern ter- 
rorists” massacred 72 Sinhalese men, women, end children, settlers in 
two small farming communities in the northern district of Mullaitivu.® 
The district’s population is predominantly Tamil, but marcy Sinhalese 
have been moving into the sparsely populated district in recent years. 
The attacks represented the first deliberate killing of Sinhalese civilians 
by separatist terrorists. 


7. The speech was published as a government pamphlet: Lalith Atulathmrudali, Peace and 
Dignity for All (Colombo: Ministry of State, n.d.). 

8. India News (Consulate-General of India, New York), No. 44/84 í Decembet 14, 
1984), pp. 2-3. 

9. Graphic photographs of the victims and statements of survivors were included in a 
government-issued leaflet, Northern Terrorists Massacre Innocent Farmer Civilians in Sri 
Lanka (no facts of publication). 
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Conclusion 

The year 1984 was one of almost Orwellian grimness for the embattled 
nation of Sri Lanka, often viewed as a showcase of effective democracy in 
Asia. Tensions between ethnic communities had produced violence of 
considerable magnitude previously, but the sustained level of violence 
throughout 1984, including armed battles between sizable bands of 
combatants and mounting casualties among the civilian population, 
marked the year as perhaps the most tragic in the nation’s recent history. 
Although reliable figures are not available, the year-long conflict be- 
tween separatist guerrillas and security forces almost certainly produced 
many more casualties than the brutal but relatively brief explosions of 
communal riots in past years. 

Talks among leaders of political parties and other organizations con- 
tinued through the year in an effort to locate some basis for resolution of 
the contending claims of the major ethnic communities. The talks, how- 
ever, were increasingly overshadowed by the rising tide of violence. It 
appeared during 1984 that both the separatist extremists and the gov- 
ernment were prepared for a decision by armed force. 

The role of India in Sri Lanka’s communal confrontation, although 
remaining low-key, surfaced at several points during the year. The ac- 
tions of India’s new prime minister, Rajiv Gandhi, may prove crucial for 
the eventual outcome in Sri Lanka. 

The course of 1985 may reveal whether Sri Lanka will become the 
Northern Ireland of South Asia, the scene of continuing violence year 
after tragic year, with neither side able to achieve victory or willing to 
accept defeat and with no common ground on which compromise might 
be reached. | 
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THE ARMS RACE IN SOUTH ASIA 


Implications for the United States 


Robert G. Wirsing 








The announcement by New Delhi in March 1984 that 
India and the Soviet Union had concluded another major arms agreement 
called the world’s attention to two facts: one, that an arms race was devel- 
oping between India and Pakistan, and two, that more than the South 
Asian regional power equation was at stake in it. At first glance, neither of 
these facts would seem to give much cause for alarm. After all, India and 
Pakistan have been military archrivals since their establishment as sepa- 
rate states in 1947, and the Soviet Union and the United States have been 
contending for influence in the region for a long time. There are a number 
of reasons for believing, however, that the relentless subcontinental compe- 
tition for arms has entered an unusually perilous phase. 

First, in the early 1980s the military presence of the global Cold War 
rivals increased dramatically in areas adjacent to the subcontinent. Their 
presence took the form of increased offers of security assistance, acquisi- 
tion of naval and air base facilities, stepped-up naval patrols, development 
of rapid deployment capability, and direct Soviet armed intervention in 
Afghanistan. These activities produced a drastic change in the security 
environment of the subcontinent’s two military powers and, of course, in 
the threat assessments made by them. 

Second, by the early 1980s the two Cold War rivals were both heavily 
involved in the transfer of arms to the subcontinent. Hitherto, the super- 
powers had rarely been cast as direct competitors in the South Asian arms 
race. Washington’s military assistance to Pakistan, launched in 1954 with 
the signing of the Mutual Defence Assistance Agreement, antedated by a 
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decade the appearance of a significant Soviet arms supply relationship with 
India. And by the time the Soviet Union had become India’s primary 
arms supplier in the late 1960s, Washington’s declining interest in South 
Asia had led to virtual termination of its own arms assistance programs in 
the region. In the present phase, in contrast, the United States and the 
Soviet Union are engaged for the first time in simultaneous, massive, and 
directly competitive arms supply activity with their respective South Asian 
clients. India’s position of prominence in the hierarchy of Soviet arms 
customers was already well established at the beginning of the present dec- 
ade. Between 1976 and 1980, the Soviet Union supplied 82% of Indian 
arms imports ($2.3 of $2.8 billion), giving India tke fourth largest share 
(after Libya, Syria, and Iraq) of total Soviet arms exports tc noncom- 
munist countries.! Washington’s resumption of a security relationship 
with Pakistan in June 1981 raised Pakistan to a position of similar promi- 
nence in the hierarchy of America’s arms clients. For fiscal year 1985, the 
fourth installment of Washington’s six-year $3.2 billion military and eco- 
nomic assistance package came to $526 million, placing Pakistan fourth in 
the world (after Israel, Egypt, and Turkey) among nearly 100 recipients of 
U.S. security assistance.” The total U.S. security assistance program budg- 
eted for India in this same year, one might note, was set at a modest 
$300,000 in International Military Education and Training (IMET) sup- 
port funds. For well over a decade, there have been virtually no Soviet 
arms sales to Pakistan.? 

Third, it was clear that the arms presently being acquired by India and 
Pakistan were, in terms of technological sophistication and deadliness, 
generations advanced over those in their hands when they last faced each 
other in combat in 1971. Consequently, the impact of any future conflict 
was likely to be felt more widely than were the encounters of 1965 and 
1971. Moreover, with both states either a step beyond or on the verge of 
crossing the nuclear weapons threshold, the nuclearization of the arms 
race now lurked ominously in the background. Either India or Pakistan 
was liable to be tempted to acquire nuclear weapons to counter what it saw 
as a disadvantageous tilt in the conventional military balance. 


1. U.S. Arms Control and Disarmament Agency (ACDA), World Military expenditures 
and Arms Transfers, 1971-1980 (Washington, D.C., March 1983), pp. 117-120. 

2. U.S. Department of State, Congressional Presentation FY 1985 (Security Assistance Pro- 
grams), (Washington, D.C., 1984), pp. 13-14. 

3. In spite of strong Indian opposition, Moscow concluded a $30 million arms supply 
agreement with Pakistan in 1968. For background, see Stockhoim International Peace Re- 
search Institute (SIPRI), The Arms Trade with the Third World (New York: Humanities 
Press, 1971), pp. 498-499. See also Zulfikar A. Khalid, “What Went Wrong with Pak-Soviet 
Relations?,” Asian Defence Journal, January 1983, pp. 70-76. 
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And fourth, the superpowers’ own strategic fortunes seemed now more 
directly tied than before to the consequences of the South Asian regional 
rivalry. With its armed forces pitted against an Afghan resistance move- 
ment aided militarily by Pakistan and its allies, the Soviet Union could not 
be indifferent to the arms race in South Asia. The United States too, 
shaken by the combined effects of a major oil crisis, the collapse of its 
Iranian ally, and the Soviet occupation of Afghanistan, had acquired a 
much more tangible stake in the subcontinental military balance than it 
had in the 1950s. 

Thus, by the 1980s the superpowers had become direct competitors in a 
South Asian arms race that had strategic implications extending well be- 
yond the subcontinent. In these circumstances, managing U.S. involve- 
ment in South Asia loomed as an increasingly perplexing task for 
Washington policy makers. Decisions made in the first years of this dec- 
ade, committing the United States to a force modernization program in 
Pakistan, obviously supplied the framework for a substantial U.S. security 
role in South Asia. At the outset of President Reagan’s second term, there 
were no signs that these decisions were about to be reversed. However, 
there has never been a consensus in Washington on America’s South Asia 
policy; pressures of various kinds, including those generated by the U.S. 
domestic political process, were building that could force America’s role to 
be restructured, perhaps even fundamentally, in the remainder of the dec- 
ade. 

This article examines the arms race in South Asia. It describes basic 
trends emerging in the latest phase of this arms race in regard to the mili- 
tary balance and the arms supply relationships India and Pakistan have 
established with external powers. It is concerned, in particular, with the 
significance of these trends for U.S. security policy toward the South Asian 
region. How Washington adjusts to these trends could have far-reaching 
consequences not only for the subcontinent but for the evolution of the 
superpower rivalry. The purpose of this article is to contribute to clarifica- 
tion of the options available to Washington as it proceeds with the urgent 
task of formulating a sound security policy for South Asia. 


The Military Balance 

One can always trigger a debate in New Delhi with the question, ‘“Who is 
ahead in the arms race, India or Pakistan?” In reply, practically everyone 
concedes that New Delhi has the lead; but there is not much agreement 
about the extent of its lead, the particular categories of weaponry in which 
it holds the lead, or whether the lead is expanding or dwindling. 

Unfortunately, standardized criteria for measuring the “balance” of 
South Asian military forces are unavailable. On the contrary, any number 
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of military and nonmilitary factors can plausibly de introduced into the 
equation to lessen the obvious quantitative disparity between overall In- 
dian and Pakistani military strength. Much is made, for example, of Pa- 
kistan’s tactic—visible in its purchase of the highly acclaimed F-16 fighter 
aircraft—of seeking qualitative advantage to offset its quantitative inferi- 
ority. Another argument is that Pakistani forces are concentrated in gar- 
risons adjacent to the India-Pakistan border to a much greater extent than 
are Indian forces, and that at least in the initial stages of another outbreak 
of war Pakistan might, in fact, possess a numerical advantage. India’s de- 
fenders argue that India’s minimal airlift capacity and the problems arising 
from difficult topographical and climatic conditions, especially in moun- 
tain areas, would impede swift transfer of Indian forces in numbers suffi- 
cient to meet Pakistani armies advancing, for example, in Kashmir. They 
stress the vulnerability of India’s extraordinarily long land frontier and 
exposed ocean coastline; the availability of a large, well-equipped, and 
“disguised” Pakistani ready reserve force in the form of contract personnel 
currently posted in friendly Middle Eastern states (as many as 30,000, ac- 
cording to one neutral estimate);® and, above all, the expansion of Paki- 
stan’s armed forces at a pace that has virtually doubled its divisional 
strength and military manpower assets since 1972.’ 

These arguments are by no means in all respects unconvincing. Geo- 
graphic circumstances may permit little else, but the fact remairs that Pa- 
kistan does maintain a formidable armed force (as much as 80% of its 
army) on the eastern plains facing India. India, on the other hand, deploys 
nearly a third of its divisional strength against the People’s Republic of 
China (PRC). India does lack an efficient fleet of modern heavy transport 
aircraft to give its army quick response capability. Pakistan’s ai? force, on 
the other hand, is not quite as helplessly outmoded as it is sometimes made 
out to be. For example, the Chinese-supplied F-6 air-superiority fighter, 
albeit a copy of the unquestionably obsolete MiG-19, when numbered in 
the hundreds and equipped with modern air-to-air missiles, “is still re- 
garded by the Pakistan air force as equal to most of its opposition.”® No 


4. For a comparison of the armed forces of the two countries, consult The Military Bal- 
ance, published annually by the International Institute for Strategic Studies (ISS), London. 

5. Prime Minister Indira Gandhi, reacting to the U.S. sale of F-16s to Pakistan, is reported 
to have complained in these terms by suggesting (in January 1984) that at least in some 
categories of weapons Pakistan was well ahead of India. Foreign Broadcast Information Ser- 
vice, South Asia Series (FBIS-SAS), January 23, 1984, p. El. 

6. IISS, The Military Balance 1983-1984 (London, 1983), p. 97. 

7. For a brief exposition of these arguments, see Mohammed Ayoob, “India, Pakistan and 
Super-Power Rivalry,” The World Today, 38:5 (May 1982), pp. 194-202. 

8. John E. Fricker, “Chinese FT-6s Enhance Pakistan Fleet,” Aviation Week & Space 
Technology, April 13, 1981, p. 49. 
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small part of the responsibility for the three wars fought between India and 
Pakistan, one might add, clearly rests on Pakistani shoulders. Neverthe- 
less, India’s military advantage over Pakistan—while it obviously does not 
fall in the range of 8:1, as proposed by one analyst?—is in no real danger of 
being overturned. 

Some of India’s military edge derives from “natural” advantages inher- 
ent in its territorial size and depth of defense against an adversary, and in 
its incomparably greater manpower, resource, and industrial base. Some 
of it derives from certain unavoidable weaknesses inherent in Pakistan’s 
own situation-—the vulnerability to Indian strikes against its logistical and 
transport systems, for example, or the presence on its borders of Soviet 
forces and the necessity that Pakistan guard against the eventuality of a 
two-front war. 

More of India’s advantage, however, is the result of New Delhi’s sus- 
tained commitment to the expansion and modernization of all three 
branches of its armed forces, especially since its defeat by the Chinese in 
the border conflict of 1962. In this effort, it has certainly not lagged be- 
hind Pakistan. Indians frequently (and correctly) point out that Pakistan 
has consistently earmarked a larger percentage of its GNP for military 
expenditures. Yet, while maintaining a defense allocation that ranks in the 
bottom quartile of all the world’s states, India nonetheless vastly out- 
spends Pakistan. India’s military expenditures in the period 1971-80 ex- 
ceeded Pakistan’s by a ratio of almost four to one ($30.8 billion to $8.2 
billion).'° Pakistan has not been able to close the gap by sustaining a 
faster rate of increase in defense spending. Between 1973 and 1982, India’s 
real annual military outlay increased by 53%, Pakistan’s by 50%.!! 
Moreover, having spent roughly twice as great a percentage of its GNP on 
defense, Pakistan has already traded away a far greater share of capital 
available for investment in development than has its neighbor. Neither 
India’s nor Pakistan’s economic situation has much slack available for ac- 
celerated defense expenditures. At least in theory, however, India has “the 
facility to increase its defense expenditures over a wide margin if it wanted 
to match the percentage burdens of its commonly perceived adversaries or 
those of the major powers.” 17 


9. Shirin Tahir-Kheli, The United States and Pakistan (New York: Praeger, 1982), p. 137. 

10. ACDA, World Military Expenditures and Arms Transfers, 1971-1980, pp. 52, 62. 

11. SIPRI Yearbook 1983, World Armaments and Disarmament (New York: Taylor and 
Francis, 1983), p. 163. 

12. Onkar Marwah, “India’s Military Power and Policy,” in Onkar Marwah and Jonathan 
D. Pollack, eds., Military Power and Policy in Asian States: China, India, Japan (Boulder: 
Westview, 1980), pp. 128-129. 
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Nor has Pakistan, in spite of all that is said about its proclivity for intro- 
ducing foreign weapons into the subcontinent, been able to match India’s 
performance as arms importer. Between 1971 anc 1980, India imported 
foreign arms with a value almost two-and-a-half times greater ($3.76 bil- 
lion against $1.54 billion) than Pakistan’s own arms imports.!3 Indeed, in 
a rank ordering of the twenty largest Third World major-weapcns import- 
ing countries for the years 1978 to 1982, India stood fourth—accounting 
for 6.5% of total Third World arms imports.'* Pakistan, with the world’s 
ninth largest population and tenth largest armed force (1983).!> did not 
appear on the list at all. 

The disparity between Indian and Pakistani military capabilities—espe- 
cially when viewed from a longer time perspectivo—is also increasingly 
apparent in the area of weapons manufacture. Like India, Pakistan is rela- 
tively self-sufficient in meeting its army’s requirements for light infantry 
weapons and ammunition. It has a Chinese-aided heavy-rebuilc factory at 
Taxila for the country’s large fleet of Chinese-supplied T-59 medium 
tanks. The manufacturing capacity of its largest defense works, the Paki- 
stan Aeronautical Complex at Kamra, which is primarily a rebuild-and- 
repair facility for the Pakistan Air Force’s Chinese-supplied F-6s and 
French-supplied Mirage 3s and 5s, is said to be growing.!° 

Nevertheless, insofar as the indigenization of weapons production is 
concerned, Pakistan is thoroughly outclassed by India. By 1980, there 
were more than 40 defense plants and some 34 research and development 
units in India to support its drive for military self-sufficiency. India was 
producing an extensive range of conventional weapons, including practi- 
cally all of the country’s requirements for small arms and ammunition, 
plus howitzers, mortars, armored tanks, light transport and high-perform- 
ance fighter aircraft, helicopters, missiles, electronics and communications 
equipment, and a variety of naval warships.'? In contrast with Pakistan, 
whose entirely foreign-supplied navy did not include one major surface 
combatant not considered obsolete by Western standards, India’s Maza- 
gaon Dockyard at Bombay completed its sixth British-licensec Leander- 
class frigate in 1980, and in 1981 demonstrated its growing maturity in the 
building of warships by launching the first of three indigenously designed 
Godavari-class guided missile frigates. In 1984, in yet another display of 


13. ACDA, World Military Expenditures and Arms Transfers. 1971-1980, pp. 94, 104. 

14. SIPRI Yearbook 1983, p. 270. 

15. ISS, The Military Balance 1983-1984, pp. 125-127. 

16. John E. Fricker, “Chinese Assisting Pakistani Industry,” Aviation Week & Space Tech- 
nology, March 30, 1981, pp. 58-59. 

17. For an excellent discussion of Indian military capabilities and objectives, see Marwah, 
“India’s Military Power and Policy.” 
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versatility, the Mazagaon Dockyard was tooling up to produce under Ger- 
man license two or more patrol submarines.'!® Under the auspices of the 
Indian Space Research Organization (ISRO), India has made significant 
progress in rocket and satellite technology, including a successful Jaunch 
in July 1980 of the Rohini I satellite with an indigenously produced launch 
vehicle. Though New Delhi officially disclaims any intent to translate 
rocket and satellite technology into military capability, knowledgeable 
analysts have concluded that in such areas as reconnaissance, command 
and control, weather forecasting, and intermediate-range ballistic missiles, 
India’s accomplishments have direct military applicability. 1° 

Admittedly, Pakistan once may have been able to wield the initiative in 
South Asia’s arms rivalry. It is very likely that some major Indian weap- 
ons purchases between 1954 and 1958—British B-58 Canberra bombers 
and F-56 Hunter fighter aircraft, for example—were made largely in re- - 
sponse to reports that Pakistan was to acquire F-86 Sabre fighters and B- 
57 Canberra bombers from its new U.S. ally.2° It is certainly true that 
India’s current purchases—such as the Soviet T-72 tank and late-genera- 
tion MiG fighters—have been made with at least one eye on Pakistan’s 
weapons inventory. But it was never true that Pakistan held all of the 
initiative in the acquisition of arms and it is certainly true that for more 
than a decade its ability to set the pace has been steadily declining. 

Some Indian defense analysts have sought to blur the reality of India’s 
own exercise of the arms initiative with the suggestion that “India’s arms 
acquisitions have been to balance the Chinese and Pakistani arms build-up 
[and to maintain] an equilibrium with its neighbors who possess more so- 
phisticated weaponry. . . . India’s arms acquisitions have been made not 
with a view to become a military power but sufficiently well equipped to 
protect its political and economic interests and its long borders and coast- 
line.”?! The question of whether India’s leaders harbor the wish that In- 
dia become a military power we cannot resolve here. But the argument 
that Indian arms purchases have been undertaken largely in reaction to 
earlier purchases of more advanced weaponry by its putative adversaries 
does not square very well with the record. New Delhi’s negotiations with 
Moscow in the first half of the 1960s that led to the direct purchase and/or 


18. For background on Indian naval developments, see G. Jacobs, “The Pakistan Navy,” 
Asian Defence Journal, September 1981, pp. 43-52; and Gary L. Sojka, “The Missions of the 
Indian Navy,” Naval War College Review, 36:1 (January-February 1983), pp. 2-15. 

19. Jerrold F. Elkin and Brian Fredericks, “Military Implications of India’s Space Pro- 
gram,” Air University Review, 34:4 (May-June 1983), pp. 56-63. 

20. SIPRI, The Arms Trade with the Third World, p. 475. 

21. Harpreet Mahajan, Arms Transfer to India, Pakistan and the Third World (New Delhi: 
Young Asia Publications, 1982), p. 213. 
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licensed production of literally hundreds of MiG-21 and Su-7B fighter air- 
craft in the second half of the decade were officially and consistently justi- 
fied by reference to Pakistan’s own new acquisitions. These, however, 
were not especially impressive. In 1966, they consisted essentially of 12 
missile-equipped F-104 Starfighters and one (loaned) submarine from the 
United States, and 40 mid-1950s generation MiG-19 fighter-interceptors 
and a handful of even more outdated Il-28 light bombers from China.** 
New Delhi embarked on a serious search for a Deep Penetration Strike 
Aircraft in 1972, while Pakistan had barely recovered from its defeat in 
1971; it settled upon the Anglo-French Jaguar in 1978 well before Pakistan 
(or China for that matter) had anything comparable in its cwn inven- 
tory;?> and there is compelling evidence that even the purchase of the 
high-performance Mirage 2000 fighters, often officially justified as New 
Delhi’s reply to Washington’s sale of F-16s to Pakistan, may not have been 
a reaction to that transaction at all. In November 1981 a New York Times 
story datelined Paris reported that Indian officials themselves had explic- 
itly rejected any link between the Mirage negotiations—begun in 1979 
when Pakistan was again under the cloud of a U.S. arms embargo—and 
the F-16. “Indian diplomats,” it said, “strongly deny that their interest in 
buying an advanced combat aircraft has any connection with the Reagan 
Administration’s decision to sell F-16 fighters to Pakistan, India’s tradi- 
tional rival. They say that the Indian Air Force needs the new plane to 
replace its aging British-built Hunters and Canberras, and they point out 
that negotiations with France opened long before the Americar-Pakistani 
deal was envisioned.’’2* 

None of the foregoing means that India’s arms acquisitions are exces- 
sive, or that its fears in regard to a U.S.-Pakistan-PRC military “‘axis’”— 
realization of which could obviously render moot the “local” subcontinen- 
tal balance—are entirely without foundation. As Ravi Rikhye, a well- 
known Indian writer on military affairs, has pointed out, relative to its 


22. SIPRI, The Arms Trade with the Third World, p. 480. 

23. Pushpindar Singh, ‘India’s Defence Perspectives and the Armed Forces.” Asian De- 
fence Journal, October 1982, p. 19. See also Raju Thomas, “Aircraft for the Indian Air 
Force: The Context and Implications of the Jaguar Decision,” Orbis, 24:1 (Spring 1980), pp. 
85-101; and his “The Armed Services and the Indian Defense Budget,” Asian Survey, 20:3 
(March 1980), pp. 280-297. 

24. New York Times, November 13, 1981, reprinted in Committee on Foreign Relations, 
U.S. Senate, Air and the Proposed Arms Sales of F-16’s to Pakistan (Washington. D.C.: U.S. 
Government Printing Office, 1982), pp. 26-27. Former Indian Defence Minister R. 
Venkataraman reportedly assured the Lok Sabha on April 5, 1983, that “the Mirage 2000 
aircraft which was being acquired by India was the answer to Pakistan’s F-16. The Mirage 
2000 was being bought to give a confidence to the Indian Air Force ‘that we have something 
which is a match to what others have.’ ” Hindustan Times (New Delhi), April 6, 1983. 
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overall security needs and to the role it aspires to in the Indian Ocean, 
India may in fact be underarmed.*> It does mean, however, that India’s 
defense orientation is not merely, or even mainly, reactive, certainly not 
insofar as Pakistan is concerned. It also means that it is India which in- 
creasingly sets the pace in the subcontinental arms race. 


The Arms Suppliers 

All of the world’s major weapons exporters (the United States, the Soviet 
Union, France, the United Kingdom, Italy, and West Germany) and some 
of its lesser ones (including the PRC) have been for varying lengths of time 
actively involved in the sale of weapons to either one or both of the South 
Asian rivals. Virtually since independence, all branches of the armed 
forces of India and Pakistan have been heavily dependent on them. Di- 
rectly or indirectly, the supplier states have exercised profound influence 
on the military balance in South Asia by controlling the type, quantity, 
and quality of weapons offered; the timing and rate of arms deliveries; the 
establishment of pricing, credit, and repayment terms; the provision of in- 
frastructure, spare parts, maintenance, and training; and, not least, the li- 
censing of technology transfer, co-production, and reexport. Externally 
supplied arms have clearly fueled the subcontinental arms race. By no 
means, however, have the supplier states played roles of equal magnitude. 

Without question, in the 1970s the Soviet Union played by far the larger 
role. During the period 1976-80, for example, according to figures com- 
piled by the U.S. government, the USSR accounted for about 59% and the 
United States for 7% of the total value of arms transfers to India and 
Pakistan.?® In terms of major “killing weapons,” the Soviet lead was even 
more striking. In the same period, it supplied the South Asian region as a 
whole with 57.4% of its tanks, 56.9% of its antiair artillery, 54.5% of its 
field artillery, 57.6% of its armored personnel carriers, 66.6% of its major 
surface combatants, 100% of its fast-attack guided missile boats, 66.6% of 
its supersonic combat aircraft, and 93.1% of its surface-to-air missiles. In 
only one category—minor surface combatants—did the United States sur- 
pass the Soviet Union.?7 

In the early 1980s, the Soviet lead in the South Asian arms trade was 
strongly challenged; Washington reopened a major arms supply relation- 
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ship with Pakistan, and New Delht’s active program of supplier diversifica- 
tion, begun a few years before, materialized in huge arms purchases from 
the United Kingdom and France. These developments were bound to 
modify arms supply patterns in the region. For a number of rezsons, how- 
ever, there was not likely to be any change in the basic faci of Soviet 
supremacy. 

For one thing, Moscow typically offered its weapons to New Delhi on 
exceptionally liberal terms. These generally consisted of deferred payment 
in local rupee currency spread over 12 to 17 years, with a three- to five- 
year grace period, and at a nominal interest rate or 2% to 2.5%.?8 Mos- 
cow, moreover, has often treated India as a privileged client, cn occasion 
even providing it with weapons in advance of its East European allies. For 
example, it supplied New Delhi with the T-72 tank in early 1979 and with 
the MiG-25 reconnaissance aircraft in 1981, in both cases before they had 
been received by any of the Warsaw Pact countries.*? This privileged sta- 
tus has been especially apparent, however, in Moscow’s readiness to col- 
laborate in India’s plans for indigenization of arms producticn. India’s 
acquisition of co-production rights to the MiG-21 in 1962 was a radical 
departure from Soviet practice, which was then and remains now far less 
accommodating of the demand for technology transfer than is characteris- 
tic of most West European arms exporters. The MiG-21 transaction has 
been followed by a number of additional major assembly and co-produc- 
tion agreements embracing a fair portion of the spectrum of MiG fighter 
aircraft—a concession of a size and importance unequalled by any other 
arms exporter to the Third World.*° Since the late 1960s, New Delhi has 
also held co-production rights to the Soviet-designed AA-2 Atoll air-to-air 
missile, and there were official reports that Indian-built T-72s would begin 
rolling out of the Avadi tank factory by 1986.3! India’s arms relationship 
with the Soviet Union has, of course, been much iess than ideal. There 
have been complaints of heavy maintenance burdens in connection with 
some Soviet equipment and of irritating, possibly deliberate, delays in the 
shipment of arms and spare parts. Nonetheless, against most of its arms 
competitors, Moscow’s concessional arms sales policies have given it an 
enormous advantage. 
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A second reason why the Soviet Union was likely to retain its command- 
ing role in the South Asian arms trade was that the motivation for its arms 
sales in that region was hard for other states to match. Its arms relation- 
ship with India provided Moscow with access to the militarily most power- 
ful state in the Indian Ocean and to a key actor in the diplomatically 
important arena of the nonaligned movement. Soviet arms transfers have 
probably helped to soften Indian criticism of the Soviet military interven- 
tion in Afghanistan at the same time that they helped to harden it against 
Washington’s own interventionist activity in the region. Moscow’s arms 
aid served as a counterweight to the extension of China’s influence in 
South Asia, a threat that seemed to cause Moscow particular anxiety.3 
Indeed, with Beijing appearing to edge steadily closer to Pakistan’s Wash- 
ington ally, Moscow had all the more reason to be attentive to Indian de- 
fense requirements. Inclusion of the new multirole MiG-29 Soviet fighter 
aircraft in India’s latest arms deal with Moscow struck some Indians as 
particularly eloquent testimony to the growing Soviet strategic stake in 
Indian military strength. At the conclusion of the March 1984 visit to 
New Delhi by Soviet Defense Minister Marshal Dimitri Ustinov, the 
Times of India was prompted to editorialize that “never before in their 
dealings with any friendly country, including India, have the Russians ever 
agreed to the transfer of equipment still being developed within the Soviet 
Union itself.”’34 

The Soviet Union’s competitors no doubt also had powerful motiva- 
tions. The commercial incentive of West European suppliers was defi- 
nitely no less than Moscow’s. French export trade in general, and its arms 
industry in particular, were heavily dependent on sales abroad of arms and 
arms technology.** French aircraft, helicopters, and tactical missiles had 
found a large market in both India and Pakistan, and co-production fea- 
tures of the French arms offers had particular attraction in India. But the 
strong commercial motivation behind French sales meant difficulty in the 
hard-currency scarce environment of South Asia in matching Moscow’s 
concessional sales, which were in significant measure strategically moti- 
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vated. As a result, the future of French arms sales in South Asia is quite 
problematic. New Delhi’s purchase of 40 Mirage 2000 fighters in April 
1982, for instance, prompted a heated public debate in India over the wis- 
dom of the government’s arms priorities. Before any of the aircraft were 
delivered, it was reported that New Delhi had already declined the option 
to produce under license up to 110 additional Mirege 2000s at Hindustan 
Aeronautics Limited. It had made a similar decision earlier in regard to 
the Anglo-French Jaguar. Other factors—includinz some doubts over the 
plane’s combat virtues and maintenance requirements—may have been be- 
hind the reappraisal, but the plane’s price, reportedly as much as $30-$35 
million per unit was clearly a leading consideration.?> 

China’s strategic motivation for competing in the South Asian arms 
market was, of course, equal to that of the USSR. Indeed, according to 
Vertzberger, it was fear of Soviet penetration in Pakistan in the wake of the 
Tashkent Conference that largely prompted Beijing to initiate a military 
assistance program with Pakistan in 1966.36 Thereafter, China quickly be- 
came and remained the principal supplier of arms to all three branches of 
Pakistan’s armed forces. Between 1970 and 1980, it provided some 500 
tanks, 25 naval vessels, 300 combat aircraft, and much other equipment— 
as a rule the most modern weapons in its inventory. On the eve of renewed 
U.S. military assistance to Pakistan in 1980, Chinese militéry aid had 
reached a total of $600 million; by then, weapons of Chinese manufacture 
constituted 75% of Pakistan’s tank force and 65% of its air force.>’ Nev- 
ertheless, China’s reliability as a supplier to Pakistan did not really imperil 
the hegemony of Soviet arms in South Asia. New Delhi’s continuing ap- 
prehension of a Chinese threat substantially offset whatever misgivings it 
might have felt about its arms dependency on the Soviet Union. And since 
China’s arms industry, relative to the vast military-industrial base of the 
Soviet Union, was quite backward and unable even to meet the demands 
for modern equipment of its own armed forces, there was no chance that 
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China alone could match, weapon-for-weapon in Pakistan, the USSR’s aid 
to India. 

For that task, of course, the United States was considered by many to be 
much better suited. It could offer Pakistan, or for that matter India, weap- 
ons of a quality at least equal to those in the Soviet arsenal; and its strate- 
gic interests in the region, including protection of the West’s supplies of oil 
and major maritime communications routes, were not only much more 
tangible in the 1980s than in the 1950s but, in the wake of Soviet interven- 
tion in Afghanistan, potentially more vulnerable to Soviet interference. 
Washington already had a long-established security relationship with Paki- 
stan. That relationship had indeed been troubled, but there was now, or so 
it seemed, a convergence of basic strategic interests—a mutual and 
profound concern for the long-range implications of Soviet activity in the 
region—that had not been present before. It was conceivable, at least, that 
the eastern territorial boundaries of U.S. “vital interests” in the Persian 
Gulf area, rather vaguely defined in January 1980 by President Carter, 
might be stretched to cover Pakistan, and that Pakistan, in turn, might 
subordinate its own regional dispute with India to the global and, from 
Washington’s point of view, more important confrontation with Soviet 
power. There were even grounds for hoping that India, fearful of Soviet 
encroachment upon territory long maintained as a neutral buffer, might 
itself welcome Washington’s countervailing power. 

Almost immediately upon taking office in January 1981, the Reagan ad- 
ministration let it be known that it was willing to make a more credible 
display of U.S. commitment to Pakistan’s security than was contained in 
the initial two-year $400 million combined military and economic aid pro- 
posal made by its Democratic predecessor. The size and six-year duration 
of the program it proposed afforded one measure of its commitment. An- 
other was its willingness to respond favorably to requests for weaponry 
(such as the Pakistan Navy’s request for the Harpoon antiship missile) 
when, in doing so, it severely risked confirming Indian fears that its assist- 
ance to Pakistan was not strictly or solely anti-Soviet. It gave the fullest 
display of its commitment, however, in the way it handled the sale of the 
40 F-16 fighters, a $1.1 billion program separate to some extent from the 
administration’s $3.2 billion aid package. 

Faced with India’s overwhelming quantitative superiority in the air, and 
with their own air force equipped with little better than 1960s generation 
aircraft, Pakistanis clearly viewed the F-16 as “the test of Washington’s 
seriousness.’’>8 In Congressional hearings on the aid program, the Reagan 
administration resisted all proposals that would have substituted, for ex- 
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ample, the Northrup F-5G, a cheaper air defense plane designed primarily 
for export, for the more versatile General Dynamics F-16, or the less pow- 
erful J79 engine for the F100 engine standard in the U.S.-deployed F-16A 
model. When Islamabad expressed disappointment at the administration’s 
initial projected delivery schedule (first deliveries not to begin until after 
the presidential elections in 1984), the White House responded with the 
promise to deliver the first six F-16s within one year of the azreement’s 
signing and kept to its pledge by drawing on the plane’s West European 
quota. When in late 1982 a dispute flared up over a Defense Cepartment 
decision to equip these six aircraft with an electronics countermeasure 
package less advanced than the ALR-69 version szandard in the NATO 
model and the version the Pakistanis were expecting, the White House 
quickly resolved the matter in Pakistan’s favor.?? In December 1983 the 
Pakistani press reported that the transfer of all 34 remaining planes, due 
for delivery over a 26-month period beginning in January 1984, might be 
completed well ahead of schedule by mid-1985.*° 

While Islamabad thus had perhaps received adecuate assurances of the 
Reagan administration’s commitment to a sustained arms supply role in 
Pakistan, there were still sizable grounds for Pakisten’s leaders to question 
the long-term steadfastness of their U.S. collaborators. In the initial stages 
of Islamabad’s negotiations with the Carter administration in 1980, Pakis- 
tani officials sought an upgrading of the bilateral Agreement or Coopera- 
tion signed with Washington in 1959. According to Shirin Tahir-Khelli, 
President Zia considered Pakistan’s painful experiences with the United 
States in the past to have resulted in part from the excessively personal 
(presidential) nature of their association and therefore “wanted a formal 
treaty, ratified by Congress.”4! In the end Zia settled for reaffizmation of 
the executive agreement, but the reasons for his apprehensions had not 
disappeared. After all, it had taken a special Congressional waiver of the 
antiproliferation Symington Amendment to enable the White House to 
launch its Pakistan aid program in 1981. And it remained unsettled how 
far Islamabad could go with its nuclear program before Congressional crit- 
ics, already aroused by the Pakistan government’s authoritarianism and 
infringements of human rights, were moved to try to reverse the deci- 
sion.*? All things considered, Washington’s commitment seemed strong, 
but Pakistan’s leaders could not help wondering how far beyond the White 


39. New York Times, November 30, 1982; and Far Eastern Economic Review (FEER), 
February 3, 1983, p. 30. 

40. Pakistan Times Overseas Weekly, December 11, 1983. 

41. Tahir-Kheli, The United States and Pakistan, p. 101. 

42. An unsuccessful effort by a group of eight U.S. senators in September 1984 to tack an 
antiproliferation amendment onto an administration spending bill sought to bar U.S. military 


ROBERT G. WIRSING 279 


House its friendship with the United States extended or whether its revived 
arms relationship with Washington would survive a change in White 
House occupants. 

As for India, it soon became apparent that New Delhi’s assessment of 
the Soviet threat diverged considerably from Washington’s and that its 
suspicion of Moscow’s intentions was far from sufficient to risk damaging 
the arms supply relationship so laboriously and profitably built up between 
them. Nonetheless, it seemed to some observers of Washington’s develop- 
ing arms policy in South Asia that its role was excessively and unnecessa- 
rily lopsided, and that a meaningful effort to interest New Delhi in U.S. 
arms might enable Washington to capture a share of the Indian arms im- 
port trade. 

At the outset of any such effort it had to be admitted that Washington 
had very little existing arms program in India upon which to build. As 
pointed out earlier in this article, Washington’s total security assistance 
program for India for fiscal year 1985 was fixed at $300,000 in IMET sup- 
port funds. As modest as it was, this proposal, under which twenty-seven 
Indian military officers would be brought to the United States for school- 
ing, represented a substantial increase over the amounts actually expended 
for this purpose in the first three years of the Reagan administration and 
was certainly a marked improvement over the closing year of the Carter 
presidency (fiscal year 1981) when, with U.S. efforts to reforge a security 
relationship with Pakistan already underway, India had chosen not to take 
advantage even of the IMET program. Indian purchases of spare parts, 
ammunition, and support items for U.S. equipment under FMS cash pro- 
cedures, as well as Indian commercial arms acquisitions from the United 
States, have remained fairly constant over the years. According to De- 
fense Department figures, between 1950 and 1982 India purchased over 
$77 million worth of U.S. military equipment under the FMS program, 
and was awarded commercial export licenses for another $54 million 
worth under the Arms Export Control Act.*3 Only in the immediate af- 
termath of the Chinese invasion of India in 1962, however, did New Delhi 
turn to Washington for significant military aid. Then it received over $112 
million in nonreimbursable (MAP and MAP/Excess) military assistance. 
India has not sought FMS financing of arms sales since the United States 
imposed an arms embargo on both India and Pakistan in 1965. The result 
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of all this is that U.S.-made weapons of any kind are today relatively rare 
in all sectors of the Indian arms inventory. For its external arms supplies, 
India remains at present what it has been for almost twenty years—largely 
dependent on the Soviet Union. In 1984, the Reagan administration offi- 
cially asserted its “willingness, on a case-by-case basis, to assist India to 
meet its security requirements.”*4 In practice, an evenhanded arms policy 
toward the subcontinent has proven difficult to implement. Whcse respon- 
sibility this was has been endlessly debated. There was considerable ques- 
tion, however, whether any administration would be able to transform 
India into a major arms client of the United States. 

Washington has undeniably made some effort to interest India in Ameri- 
can weapons. The Carter administration engaged in weapons sales discus- 
sions with India initiated by the Janata government in 1979. Reports 
surfacing at that time suggested that India wished tc lessen its dependence 
on Moscow and was interested in certain categories of U.S. arms, includ- 
ing 155-mm howitzers, .50 caliber heavy machine guns, an improved ver- 
sion of the TOW antitank missile, and the C-130 Hercules transport 
aircraft. Those discussions were continued following Indira Gandhi’s elec- 
toral victory in January 1980, but Soviet intervention in Afghanistan in 
December 1979 and the U.S. reaction to it radically altered the strategic 
context. According to G. K. Reddy, a well-known Indian journalist spe- 
cializing in military affairs, those early negotiations were abruptly called 
off by the Congress(I) government when former Defence Secretary K. P. S. 
Menon arrived in Washington to finalize the transaction in October 1980. 
Reddy argues that the reason for the sudden shift in policy, aside from the 
high cost of U.S. equipment, was that “the U.S. manufacturers were not 
prepared to let India make these items under license, or produce the am- 
munition locally with their technical collaboration, after the initial 
purchase of these arms.’’4> 

The ambivalence toward arms transfers apparent in the Carter adminis- 
tration gave way under Reagan to what seemed, on the surface at least, 
stronger official activity aimed at reviving weapons sales discussions with 
India. Restoration of American security ties with Pakistan in mid-1981, 
and in particular the proposed sale of F-16s, inevitably retardec these ef- 
forts, By spring 1982, however, with Prime Minister Gandhi’s July visit to 
the United States looming on the horizon, Washington seemed cnce again 
on the brink of a major arms sale. 

In May 1982 Indian newspapers were commenting on the Indian mili- 
tary’s “revived interest” in purchasing U.S. weapons, including this time 
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the Northrup F-5G fighter interceptor (known now as the F-20 Tiger- 
shark). In one report, Indian Embassy officials in the United States were 
quoted as having said that “there has not really been a closing down of our 
interest from two years ago. People are just now looking into this thing in 
a more pragmatic way and finding out what can be available with safe- 
guards for delivery and security from cut-offs.” Some American officials, 
the report indicated, were convinced that the emotion aroused in India 
over the U.S. sale of F-16s to Pakistan had died down enough for Indian 
officials to take a more detached look at American arms. The report noted 
that “the Reagan Administration . . . has been busy removing Govern- 
ment controls over U.S. private business and regards arms sales to foreign 
nations in a less ideological and more profit-motivated way. India, for in- 
stance, now can contract directly with a U.S. manufacturer. And Ameri- 
can embassies abroad now are specifically instructed to help U.S. 
manufacturers obtain contracts.”4© A week prior to Mrs. Gandhi’s visit to 
Washington, then Deputy Secretary of State Walter Stoessel disclosed that 
Washington was even willing to consider the sale of F-16s to India, and 
there were rumors at the same time that the United States would authorize 
Indian co-production of the F-5G.*7 New Delhi promptly replied that the 
Prime Minister “was not going to the U.S. with a shopping list.”48 And, 
in fact, 1982 passed without any arms agreement having been reached. 

In spite of New Delhi’s rather hesitant reaction to its overtures, the Rea- 
gan administration continued to hold out the possibility of a major arms 
purchase. On May 19, 1983, a State Department official reportedly told 
newsmen that in new talks, begun after Mrs. Gandhi’s visit to Washington, 
India had “quietly expressed interest” in the purchase of a potential $1 
billion worth of arms. On the same day, Senator Orrin G. Hatch, a Utah 
Republican, announced in the Senate that “a historic shift . . . brought 
about by the strategic vision of President Reagan and his advisers” was 
underway in U.S. relations with India.*? These reports, coming shortly 
before Secretary of State Shultz’s visit to New Delhi in June, the Indian 
government also emphatically denied.°° 

That a more substantial arms relationship has not developed between 
the United States and India may be attributed to many different factors. 
Some U.S. officials feel that the Indian government basically is not inter- 
ested in purchasing U.S. weapons, but that for political leverage in its rela- 
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tions with both the superpowers it continues to dangle the prospect before 
Washington. Indian officials reply that it is Washington’s disinterest, not 
New Delhi’s, that gets in the way. The price of U.S. arms is clearly a 
major obstacle. Yet the availability of relatively cheap Soviet arms has not 
prevented India from buying very expensive weapons from West Europe- 
ans. The latter, however, unlike the United States, have been much more 
willing to sell state-of-the-art weaponry and to enter into the sorts of tech- 
nology-transferring co-production agreements much favored in India— 
and with fewer political preconditions. New Delhi’s close security rela- 
tionship with the USSR obviously contributes to Washington’s reluctance 
to consent to the transfer of advanced weapons technology to the Indians, 
who might be inclined to share it with (or might not adequately secure it 
from) their Soviet ally.>! But what appears in Washington to be reason- 
able prudence seems in New Delhi—with an eye on potential sales of 
highly sophisticated U.S. weapons technology to either Pakistan or the 
PRC—to be evidence of a malicious double standard. The almost inevita- 
ble publicity that attends U.S. arms deals may also eccount for some of the 
hesitancy on the Indian side. Senator Hatch’s public praise for Reagan’s 
_“strategic vision” may have been well-intentioned, but it could only cause 
Indian policy makers, naturally sensitive to reactions in Moscow, to wince. 

Washington’s standard Offer and Acceptance Form 1513, a mandatory 
part of the arms sales process, is viewed with special distaste in New Delhi 
where memory of Washington’s withholding of arms supplies in 1965 and 
1971 is still very strong. For Indians the “transfer” and “cancel and sus- 
pend” provisions of this form, which vest in the United States special con- 
tinuing rights in regard to the equipment, are unacceptable intrusions on 
Indian sovereignty. Commenting on Secretary Shultz’s visit to India in 
June 1983, Hindustan Times correspondent Umashanker Phadnis sug- 
gested “that Mr. Shultz was evasive on providing India with reasonably 
convincing assurances on Indian objections. It can be surmised,” Phadnis 
argued, 


that Mr. Shultz probably reiterated to Mrs. Gandhi the formal American stand 
that the conditions were in the nature of a standardized formula. Mr. Shultz 
does not appear to have given any indication that Incia’s reservations to them 
will be taken note of. 


Apart from the uncertainty pertaining to delivery schedules, the American con- 
ditions are such that it will be possible for the Administration tc impose an 
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embargo on the supply of weapons even if it is on a cash-and-carry basis. Here 
again, the Administration has been unrelenting, so far at any rate, in respect to 
the Indian demand for a waiver of the embargo conditionality.>2 


In sorting out responsibility for the rather slender arms link between 
India and the United States, it is well to bear in mind that in regard to at 
least one U.S. weapon—the .50 caliber Browning heavy machine gun man- 
ufactured by the Maremont Corporation of Saco, Maine—New Delhi’s in- 
terest in buying it appears to have been quite genuine. Sold already to at 
least 20 other countries and a basic weapon for many years in the U.S. 
military arsenal, the Maremont machine gun had reached the final stages 
of negotiations (the contract between the government of India and the 
manufacturer had been signed) at about the time of Mrs. Gandhi’s visit to 
Washington in July 1982 when New Delhi broke off discussions. In this 
case, Indian insistence on acquiring co-production rights, to which the 
manufacturer had apparently consented, met with Department of State re- 
fusal to relax administrative conditions to facilitate the sale.>3 

In dollar value the Maremont case is perhaps not very significant. It is 
interesting, nonetheless, not only because it almost succeeded but also be- 
cause in the final stages, after enormous labors by both American and In- 
dian officials to accomplish the sale, neither side was willing to yield on 
principle in spite of the fact that both recognized its importance as a step 
toward a more substantial arms relationship. In the end, U.S. insistence 
on maintaining “strings” on its weapons met with equally strong feelings 
of distrust for the implications of American conditions. Given all the 
other obstacles in the way of U.S. arms sales to India, this one—New 
Delhi’s conviction that Washington’s “administrative requirements” were, 
in fact, an artful disguise for influencing Indian policy both toward its pri- 
mary benefactor, the USSR, and its major rival, Pakistan—was apparently 
too much to overcome. 


Implications for U.S. Policy 
For Washington policy makers these developments have several major im- 
plications. First, Pakistan’s security predicament in the middle of the 
1980s remains what it was at the start of the decade, highly precarious. 
There is no sign of any slackening in the Soviet military effort in Afghani- 
stan, in the development of Moscow’s military ties with New Delhi, or in 
the buildup of Indian air, naval, and ground forces. Naturally, Islamabad 
stands to benefit from the offers of military assistance made in the first half 
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of the 1980s. On paper at least, the various highly sophisticated weapons 
systems being delivered vastly increase Pakistan’s firepower. But only a 
massive buildup of its armed forces, sustained by foreign assistance over a 
long period of time, could possibly counterbalance the negative military 
trends on its borders. 

In an undertaking of this magnitude, none of Pakistan’s present arms 
suppliers has yet shown any genuine interest. The arms program approved 
by Washington in 1981 represented no such commitment. And France 
and China, Pakistan’s two other principal arms suppliers, clearly have no 
such role in mind for themselves. In fact, lured by prospects of the consid- 
erably larger Indian arms market, France was busily adding to Pakistan’s 
woes. At the same time that Washington was announcing its plan to re- 
store stability to the region by selling arms to Pakistan, Pakistan’s Euro- 
pean supplier with equal solemnity was promising stability from its 
simultaneous sale of arms to India. “The sale of tne Mirage 2000 to In- 
dia,” said Paris, “would . . . reduce the risk of war between India and 
Pakistan by creating a better balance of power in the area.”°* In fact, 
measured against Moscow’s record of sustained, concessional sales of ad- 
vanced weaponry to India, the efforts so far of Pakistan’s supporters can 
barely stand comparison. 

In justifying its security assistance program for Pakistan, the Reagan 
administration denied, of course, having any wish to alter the existing bal- 
ance in South Asia. “The projected military assistance levels and provi- 
sion of the F-16’s to Pakistan,” it argued, “will not upset the 
overwhelming qualitative and quantitative superiority which India enjoys 
in the region.’’>> In taking this stand, the administration was simply reaf- 
firming the long-standing consensus about South Asian security reached in 
Washington, according to Stephen Cohen, as early as 1967. That consen- 
sus, according to which India had gained “subcontinental preeminence 
and ‘great power’ status” and Pakistan could “no longer obtain strategic 
superiority on the subcontinent, even with a major external arms sup- 
plier,” effectively ruled out any serious effort by the U.S. to raise the Pakis- 
tani armed forces to a level approaching near equality with India’s but 
“not necessarily an attempt to use Pakistan to pressure India.”>° The 
trouble with the consensus (and with the Reagan administration’s restate- 
ment of it) is that it fails to address the potentially troublesom2 implica- 
tions, not only for Pakistan but also for the U.S., of India’s steady and 
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Soviet-supported military buildup. There is no logical reason today, in 
other words, for Washington to be apologetic about the sale of its military 
assistance to Pakistan. Pakistan is not the only potentially threatening 
military power within South Asia, and Washington is not the only outside 
power that could upset the region’s military balance. 

Second, it follows from the first point—that Pakistan’s military strength 
is probably declining relative to India and definitely declining if one in- 
cludes in the reckoning Soviet forces in Afghanistan—that Islamabad will 
be led to seek an even larger weapons program or at least a more substan- 
tial guarantee of Pakistan’s security from the U.S. in the last half of the 
1980s than it settled for in the first half. 

Pakistan’s search for relief, of course, could take it in other directions. 
First, in order to reduce tensions along its eastern border, it could intensify 
its efforts to normalize relations with India. Second, to lessen the risk of 
Soviet retaliation on its northwestern border, it could meet Moscow’s de- 
mands for recognition of the Marxist regime in Kabul and for an end to 
support of the Afghan mujahidin. And third, it could attempt a techno- 
logical feat by pouring all available resources into the effort to outstrip 
India in the nuclear weapons field. 

Inherent in all these alternatives, however, are some rather formidable 
problems. Pakistan’s exercise of the nuclear weapons option, apart from 
any remaining technical hurdles and the near certainty of strong objection 
from Washington, would be a powerful incentive for New Delhi to unleash 
from existing constraints on nuclear testing and development its own and 
far superior nuclear establishment, and perhaps even enough to warrant an 
Israeli-like preemptive attack on Pakistan’s nuclear installations. Accom- 
modating Moscow clearly has some appeal among those who believe that 
Pakistan, in serving American interests, is placing its own in unnecessary 
jeopardy.” Most of Pakistan’s allies (including China),58 whether they 
liked it or not, would have little choice but to adjust to Pakistan’s abdica- 
tion of its frontline assignment. Invocation of its “Soviet card” would not 
be a popular move with many of them, however, and would at one stroke 
eliminate the major reason for U.S. military and economic aid. Even the 
process of normalizing relations with India, though formally the most 
widely supported of Pakistan’s options, has been largely frustrated. Efforts 
in recent years resulting in creation of a bilateral joint commission and a 
multilateral regional association have succeeded mainly by sidestepping 
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sensitive military and political issues. Each side, moreover, suspects that 
the other’s peacemaking overtures camouflage more sinister activities. The 
near certainty that both are meddling dangerously in one another’s domes- 
tic affairs naturally intensifies the suspicion.*? I: remains to be seen 
whether Mrs. Gandhi’s death will result in the improvement of India-Paki- 
stan relations. 

In spite of the risks, Islamabad is no doubt tempted by all of these pos- 
sibilities and obviously strives to retain some flexibility of choice among 
them. On balance, however, it is most likely to gamble on getting Wash- 
ington to extend and expand its existing military assistance program and 
to agree to a firmer, even if not formal, commitment to Pakistan’s security. 
Having suffered three U.S. arms embargoes since conclusion of the 1959 
bilateral Agreement of Cooperation with Washington, Islamabad could 
hardly be expected to rest content for long with its mere reaffirmation in 
1981. Washington’s willingness to satisfy Islamabad’s desires is obviously 
in doubt. On his visit to South Asia in spring 1984, Vice President Bush 
took pains, in fact, to reassure Indians that the United States had no inten- 
tion to meet every Pakistani demand for sophisticated weaponry. Never- 
theless, given the tangible manifestations of Washington’s growing 
collaboration with Pakistan’s Chinese and Arab allies, Pakistan’s leaders 
believe that U.S. interests increasingly overlap with their own. They are 
keenly aware that Pakistan, in the minds of some U.S. observers, has con- 
siderable potential strategic utility.6' Islamabad’s routine denials that 
there are any foreign bases on Pakistani soil, or any plans to allow them, 
conceal from no one that U.S. access to Pakistan’s military installations 
under agreed conditions might be offered in return for further upgrading of 
the U.S. security commitment to Pakistan. 

Third, Washington thus appears to be faced with a crisis in its South 
Asian security policy. That policy was neither designed for, nor is it suc- 
ceeding in stabilizing the arms race in the subcontinent. Without substan- 
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tial change in the way the U.S. establishes its priorities in South Asia, 
Pakistan’s military position seems bound to continue to decline. This 
eventuality does not mean that Washington made a mistake in mounting 
its existing military aid program for Pakistan. That program was meant 
“to give Pakistan the ability to handle with its own resources incursions 
and limited cross-border threats from Soviet-backed Afghan forces and to 
keep the Soviets from thinking they can coerce or subvert Pakistan with 
impunity,”©? to keep Pakistan diplomatically active “in sustaining interna- 
tional opposition to the Soviet invasion [of Afghanistan],”°? and in general 
to block whatever inclination exists in Islamabad to cave in to Soviet pres- 
sures. For these objectives, whose importance can hardly be overstated 
given the almost complete loss of U.S. influence in neighboring Iran, the 
program is, if anything, far too modest. Where Washington has made a 
mistake, however, is in failing to deal more adroitly with the Indian di- - 
mension of Pakistan’s security predicament. 

Washington’s Moscow-motivated military assistance program has obvi- 
ously not eliminated Islamabad’s India-oriented anxieties. For that, more 
than the vague assurances of Washington’s ambassador to Pakistan would 
be required.©* Pakistan’s leaders are already suspicious of the strength of 
the U.S. commitment, and should Washington prove indifferent to what 
they seem certain to insist is a deteriorating military balance, their suspi- 
cion may well increase. Admittedly, there is no immediate threat that a 
disgruntled Pakistan will declare itself neutral and open the gates to Soviet 
expansion. The men who rule Pakistan undoubtedly fear the consequences 
of that more than they resent the inconstancy in American policy. It 
would be a serious error to conclude, however, that Pakistan’s fidelity to 
Washington’s objectives is somehow unlimited. For that, there is little 
support in the historical record. 

To complicate the problem, a profound incompatibility seems to exist 
between Washington’s objectives and those of India. No matter how often 
Washington reassures New Delhi of its own benign intentions in the re- 
gion, its military aid to Pakistan is widely perceived in India as a form of 
hostile intervention and as justification both for New Delhi’s own military 
buildup and for its reliance on the Soviet Union. No matter how unlikely 


62. Statement of James L. Buckley, Aid and the Proposed Arms Sales of F-16’s to Pakistan, 
p. 7. 

63. Department of State, Congressional Presentation FY 1984 (Security Assistance Pro- 
grams), (Washington, D.C., 1983), p. 139. 

64. For a report on the controversial remarks made in late 1984 by U.S. Ambassador 
Deane Hinton in regard to the nature of Washington’s commitment to Pakistan’s security, 
see Robert Manning and Salamat Ali, “Murphy’s law. . . ,” FEER, November 8, 1984, pp. 
44-45, 


288 ASIAN SURVEY, VOL. XXV, NO. 3, MARCH 1985 


its realization may seem, even the faintest outlines of a U.S.-orchestrated 
strategic axis linking China, Pakistan, and the oil-rich states of the Persian 
Gulf are bound to stir up resentment and apprehension in a country whose 
interests and ambitions could not go unaffected by it. A decision by Wash- 
ington to increase its military commitment to Pakistan thus seems certain 
to trigger yet more energetic Indian efforts to assure its superiority in con- 
ventional (and probably in nuclear) weaponry, leaving Pakistan potentially 
more threatened than before. Soviet military intervention in Afghanistan 
surely worsened Pakistan’s security situation; perhaps, over the long run, 
it also worsened India’s. But it has not altered the fact—fully apparent 
already in the 1950s—that Washington cannot isolate its bilateral relation- 
ship with Pakistan from that country’s historic rivalry with India. 

Fourth, how to avoid the crisis? The United States could, as one alter- 
native, return to the policy that prevailed in Washington from 1965 until 
near the end of the Carter administration. Implicit in that policy, under 
which U.S. arms transfers to the subcontinent were virtually terminated, 
was U.S. relinquishment of any claim to the role of regional military bal- 
ancer between India and Pakistan. In effect, Washington abandoned that 
role to the Soviet Union and China. At the time American aloofness 
struck many as quite sensible, since Washington’s interests in the region 
seemed relatively meager and there were no major threats then apparent 
either to the region or from it.6> Whatever utility that policy had then has 
largely ,vanished in recent years with the realization that South Asia and 
adjacent areas presently abound in threats to security. American applica- 
tion in the 1980s of a policy of aloofness would strip Washington of any 
ability to influence the way in which those threats were dealt with. Mos- 
cow would certainly be at greater liberty, for example, to bully Pakistan 
for its support of the Afghan rebels. 

Another way for Washington to meet the crisis is founded on the notion 
that the United States erred, not in seeking to resist Soviet penetration, but 
in having selected the weaker state in South Asia as the major vehicle of its 
policy. What is required, according to this line of reasoning, is an aggres- 
sive effort to compete with the Soviets for influence in Indie. Unfortu- 
nately, as we have already seen, weaning India from the Soviet Union by 
offering it American arms seems no real remedy for Washington either. 
Without an almost revolutionary change in both U.S. and Indian priorities 
in the region, there is very little chance that Washington can replace Mos- 
cow as India’s favored arms supplier. There is too much mutual benefit, 
strategic and otherwise, in India’s relationship with the USSR for that to 
happen. As attractive as it may sound, the idea that Washington could 
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craft a regional security assistance scheme, acceptable to Congress, that 
would actually satisfy the Indian arms appetite enough to keep the Soviets 
at bay appears increasingly untenable.®° 

A third possibility is for the United States to adopt what is often termed 
a regional approach to the problem. This generally implies a policy that is 
weighted toward an economic definition of security, that locates and rein- 
forces cooperative tendencies among regional powers, and that minimizes 
the region’s entanglement in the global strategic rivalry. From a regional- 
ist perspective, “it is more often the case that what is good for the region is 
good for U.S. interests than that what serves U.S. global interests serves 
regional interests.”67 In South Asia, moving in this direction would in- 
volve, above all, reaching an accommodation with India, the region’s lead- 
ing power. 

While this is probably the most often proposed alternative to present 
policy, it does not stand close inspection a great deal better than the 
others. To implement such an approach it would not be necessary for the 
U.S. to terminate security assistance to Pakistan; but to win Indian ap- 
proval it would be essential for it to defer to a definition of Pakistan’s 
defense requirements that effectively ruled out certain kinds of “offensive” 
strike weapons that bolster Pakistan’s capacity to reply in kind to external 
aggression. A decision of that kind, given Islamabad’s understandably 
huge reluctance to engage Soviet forces in combat, would have no real 
material impact on the military equation between Pakistan and the USSR. 
Symbolically, however, it would imply Washington’s acceptance of the 
rather implausible regionalist propositions that the perils of Pakistan’s se- 
curity situation are somehow largely of its own making, that there are no 
irreconcilable contradictions between Indian national interests and those 
of its smaller neighbors, and that “regional self-management’’®’—rather 
than countervailing U.S. power—is the most effective antidote to the So- 
viet presence in Afghanistan. From the Pakistani point of view, these pro- 
positions serve Indian, not South Asian, interests. In much the same way 
as do the Israelis in a different regional context, Pakistanis consider Amer- 
ican “evenhandedness” a euphemism for a tilt to the other side; for them 
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regionalism, no matter how lofty the language of its advocazes, is little 
more than a disguise for Indian domination. The regional approach would 
certainly be welcomed in New Delhi. Perhaps it would result in some 
improvement in India-U.S. relations. Islamabad, however, would cer- 
tainly consider itself betrayed, and that, unless one assumes that Pakistan 
has no other choices, could well have consequences inimical to both re- 
gional security and cooperation. 

The arms race that is developing in South Asia poses more Cifficult pol- 
icy dilemmas for Washington than are implied in any of the approaches we 
have considered. The difficulties spring from the fact that the subcontinent 
is acquiring strategic importance to the superpowers beyond anything it 
has had in the past. Statesmen and scholars may deplore the fact, but 
South Asia already stands squarely in the midst of the contest for global 
power. Militarily, both the Soviet Union and the United States are now 
well established in South and Southwest Asia and in the Indian Ocean 
region generally. Prospects for diminishing their presence in the near fu- 
ture seem poor. As far as a Soviet withdrawal from or defeat in Afghani- 
stan is concerned, few observers give either option much chance of 
occurring.®? The air of permanence Soviet activities have achieved in the 
region has its counterpart, of course, in such things on the U.S. side as the 
buildup of the air and naval installation on Diego Garcia and in the mili- 
tary agreements for use of ports and airfields with Oman, Kenya, and 
Somalia. Indian Ocean demilitarization talks between Moscow and Wash- 
ington were canceled in 1979, and the continued development of U.S. and 
Soviet military facilities and deployment of armed forces in the area cov- 
ered by the talks raises considerable doubt about their future revival. In 
this context, Soviet and U.S. security ties with India and Pakistan are be- 
coming more, not less, important to them. That is obviously not comfort- 
ing news for regionalists, for whom the intervention of external military 
power has always seemed more harmful than helpful to South Asian secur- 
ity. One does not require an exaggerated view of the Soviet threat, how- 
ever, to recognize that the East-West rivalry is too deeply entrenched to be 
wished away from South Asia. 

In offering military assistance to Pakistan, the Reagan administration 
frankly acknowledged the strategic transformation of South Asia, specifi- 
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cally the enlarged connection between its security and Western interests in 
Southwest Asia. It did not clearly define the importance of this connec- 
tion, however, or resolve the inherent contradiction between Pakistan’s re- 
gional and global roles. It dismissed the suggestion that Washington’s aid 
could be harmful to Indian interests, yet failed to make a convincing argu- 
ment for its ability to reconcile India to the growing American presence. 
It justified its aid in terms of the Soviet threat, knowing all the while that 
Islamabad’s priorities lay elsewhere. In short, it left unexplored the troub- 
lesome implications of the subcontinental arms race. 

It has been the purpose of this essay to suggest that those implications 
should no longer be neglected. Prudent self-interest alone requires that 
Washington look more closely at the subcontinental military situation, at 
the probable impact of trends in it on India-Pakistan relations, and at the 
possible consequences for the United States of serious deterioration in 
them. An increasingly conflictual relationship between the United States 
and India is not such a remote possibility. In this connection, the U.S. 
needs to scrutinize more carefully the prospects for an even closer military 
relationship between India and the Soviet Union and the role U.S. arms 
policies might play either in heightening or diminishing these prospects. 
After all, Soviet acquisition of access to Indian military facilities is not any 
more unthinkable than would be Washington’s gaining of access to such 
facilities in Pakistan. Indeed, there could well be a causal connection be- 
tween two such events. 

No one should underestimate the difficulties Washington would face in 
seeking to resolve these dilemmas. To some extent, the U.S. is probably 
condemned by both regional circumstances and its own global interests to 
carry on with an ambivalent policy that attempts to cater to Indian sensi- 
tivities without destroying Pakistani confidence. India and Pakistan can- 
not be bludgeoned into cooperating with each other or with the United 
States. Even modest proposals for cooperation may perish in the face of 
the mammoth distrust that now flourishes on all sides. One thing is clear: 
the penalty for neglecting the problem may be severe. Nuclearization 
seems certain. The possibility of warfare between India and Pakistan can- 
not be ruled out. Neither can U.S. and Soviet involvement in it. Scrap- 
ping present policy is not the answer. But imaginative efforts to grapple 
with present trends in the arms race are essential. 
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The pivotal role played by government bureaucracy in 
modern society underscores the importance of maintaining a high level of 
expertise and responsiveness on the part of civil servants. No matter how 
well endowed it may be in terms of funds, legislative mandate, and constit- 
uency support, a bureaucracy’s operating effectiveness is likely to be se- 
verely curtailed unless it is staffed by competent and dedicated people. 
How to recruit and retain such people, then, becomes a top priority for 
nearly all bureaucracies. 

This universal problem takes on added significance for the Japanese gov- 
ernment for a number of reasons. First, the custom of lifetime employ- 
ment magnifies the importance of selecting the right persons initially. 
Second, the practice of decentralized recruitment coupled with an ex- 
tremely low degree of lateral mobility—that is, interagency transfers— 
helps to foster both competition and caution in recruitment. Third, the 
multiple-track system of recruitment under which the future leaders of 
government ministries and agencies must be identified and selected at the 
outset raises the stakes of initial recruitment still further. Finally, the vir- 
tual absence of probationary appointment underscores the need for 
selectivity. 

The purpose of this article is to examine a few salient aspects of the 
recruitment of higher civil servants in postwar Japan. I shall first scruti- 
nize the modes of recruitment, with emphasis on higher civil service exam- 
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inations. Next, I shall analyze the patterns of recruitment, that is, several 
key dimensions of the process during the postwar period. Finally, the Jap- 
anese record will be compared with those of selected Western democracies. 


Modes of Recruitment 

The basic standards, principles, and procedures of the Japanese civil ser- 
vice are spelled out in the National Public Service Law (Kokka Komuin 
Ho), enacted in 1947-48 and periodically revised in subsequent years. The 
law set up the National Personnel Authority (Jinji In) as one of the two 
“central personnel administrative organs,” the other being the Prime Min- 
ister’s Office.! In practice, the Authority functions as the principal person- 
nel agency in the Japanese government. 

The basic principles guiding the Japanese civil service may be summed 
up in two words—democracy and efficiency. Democracy implies that pub- 
lic servants in postwar Japan must be true to their name; as Article 15 of 
the 1946 Constitution states, “all public officials are servants of the whole 
community and not of any group thereof.”? To help attain this goal, the 
public service must be opened up to the entire people and the principle of 
open and equal access to civil service appointments implemented. This 
does not mean, of course, that all citizens are guaranteed government jobs. 
It simply means that they are guaranteed an equal opportunity to compete 
for such jobs. This is where the principle of efficiency comes into play, 
decreeing that the guiding criterion of civil service appointments shall be 
merit—the objective qualifications of candidates as demonstrated in their 
educational attainments, experience, and performance in examinations. 

Two principal modes of recruitment prescribed by the National Public 
Service Law are competitive examinations and evaluation (senko). Evalua- 
tion is to be used in exceptional cases only, such as the recruitment of 
candidates possessing licenses or certificates issued by the state (e.g., physi- 
cians, dentists, nurses, etc.) and the hiring of persons with substantial prior 
experience in the same area. Evaluation does not preclude but frequently 
entails some kind of written examination.? 

Competitive examinations have evolved over the years through trial and 
error and have gradually assumed certain distinct characteristics. First, 
three levels have emerged. The highest level (jékyu) is aimed at college 
graduates, the intermediate level (chukyu) at graduates of junior (two- 
year) colleges, and the lowest level (shokyu) at high school graduates. 
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Since 1960 the jokyw examinations have been subdivided into Type A 
(koshu) and Type B (otsushu). It is noteworthy that none of these exami- 
nations has a formal educational requirement. The higher examinations, 
for example, are open to anyone between the ages of 21 and 33 regardless 
of educational attainments, but those candidates who are scheduled to 
graduate from four-year colleges and universities are not subject to the age 
limit. In practice, the educational background of candidates taking civil 
service examinations at all levels has increased steadily over the years. In 
1982, 15% of all applicants to the Type A Higher Civil Service Examina- 
tion and 37% of those who passed it had postgraduate degrees, while 82% 
of all applicants to the intermediate examinations and 92% of those who 
passed them were graduates, either actual or prospective, of four-year 
colleges.* 

Second, candidates are required to choose a field of specialization. In 
the higher examinations the number of fields has grown from 17 in 1949 to 
29 in 1983. They run the gamut of academic study—law, public adminis- 
tration, economics, mathematics, physics, chemistry, all major branches of 
engineering, various disciplines relating to agriculture, and even park de- 
sign and management. Third, the higher examinations are given in two 
distinct stages. In the initial stage, candidates are given two sets of multi- 
ple-choice tests, one on “general culture” and the other on their chosen 
field of specialization. Only those who pass these tests—usvally 5% to 
10% of the applicants—are allowed to proceed to the second stage during 
which they must take two more sets of tests, both cf which consist of essay 
or problem-solving questions. These are followed by a physical examina- 
tion and an investigation of the candidate’s background.® 

Fourth, at each of the three levels there are a multitude of examinations. 
At the highest level, for example, there are five different examinations. 
Fifth, the actual hiring is done by individual ministries and agencies. This 
generates an intense interministerial competition for the most highly quali- 
fied candidates and contributes to the phenomenon of “‘secticnalism”’ so 
prevalent in Japanese bureaucracy.’ 

Sixth, the civil service examinations have consistently been keenly com- 
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petitive affairs. In the entire postwar period, the ratio of all applicants to 
successful ones in the highest examinations has never fallen below ten to 
one. In the early 1970s it surpassed 20 to 1; the ratios during the first four 
years of the 1980s were even higher: 1980, A—36:1, B—46:1; 1981, A— 
30:1, B—-47:1, 1982, A~-27:1, B—38:1; 1983, A—24:1.8 The intermediate 
and lower-level examinations, however, have been somewhat less competi- 
tive: in 1982 their competition ratios were 19 to 1 and 8 to 1, respectively.? 

Finally, passing the highly competitive examinations by no means en- 
sures an appointment to a civil service position. In the case of the higher 
examinations, only about half of the successful candidates are actually 
hired. This does not mean, however, that the remainder are simply by- 
passed. In recent years nearly three of every ten candidates who have 
passed the Type A Higher Civil Service Examination and four of every ten 
who have passed the Type B Higher Civil Service Examination have either 
withdrawn their names from the rosters of eligibles or failed to respond to 
further communications from the government. The higher withdrawal 
rate of Type B candidates reflects their somewhat limited career prospects 
as compared to those of Type A candidates. !° 


Patterns of Recruitment 


EXAMINATION VS. EVALUATION 
The available statistical evidence suggests a number of noteworthy pat- 
terns in the recruitment of civil servants during the postwar period. First 
of all, while competitive examination is intended to be the principal mode 
of recruitment, evaluation (senko) has played and continues to play a very 
important role. As Table 1 shows, if we look at the civil service as a 
whole, it is evaluation, not competitive examination, that has served as the 
primary mode of recruitment during the postwar period. The overall pic- 
ture, however, is misleading, for it is affected to a large extent by the re- 
cruitment patterns of specialized personnel, such as educators and health 
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figure is from Asahi shimbun, October 15, 1983. The 1983 data for Type B examination are 
not yet available. For statistics pertaining to earlier years, see Jinji In, Nenji hokokusho, 
1948-49 through 1980 (Tokyo: Okura Sh6, Insatsu Kyoku, 1950-81). 

9. Jinji In, Komuin hakusho, 1983, pp. 24-25. One measure of the interest shown in these 
examinations is the amazingly high demand for guidebooks for them. In the month of July 
1983, for example, a guidebook for the lower-level examination was third on the list of best 
sellers in government-operated book stores throughout Japan. See Gekkan seifu kankobutsu, 
September 1983, p. 12. 

10. For statistics on these matters, see Jinji In, Komuin hakusho, 1978-83; for a discussion 
of differential career prospects of entrants into the civil service, see Tashiro Kū, “Nihon 
gyoseikan kenkyu, VII, kyaria to non kyaria,” Kankai, April 1982, pp. 68-79. 
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care specialists. When such personnel are excluded and we focus on civil 
servants in Administrative I positions only, the picture changes apprecia- . 
bly. By.1961 nearly half of these civil servants were recruited through 
competitive examinations, and the proportion jumped to 78% by 1965. In 
the early 1980s eight of every ten civil servants who were appointed to 
Administrative I positions each year were examination-certified. Only a - 
very small proportion of the examination-qualified appointees, however, 
had passed the Higher Civil Service Examinations. 





TABLE | Modes of Recruitment of Civil Servants in Japan 


A ll Positions 

Examinationa Evaluation | Total Go Exam 
‘1957 5,132 36,189 43,514 >- ‘11.8 
1961 9,627 57,471 67,098 14.3 
1965 14,079 28,611 42,690 33.0 
1969 12,198 26,100 38,298 31.9 
1973 11,169 22,993 34,162 32.7 
1977 10,886 18,883 29,769 - 36.6 
1981 15,383 19,618 35,001 44.0 

Administrative I Positions Only> 

Examination Evaluation Toial % Exam 
1957 ` 2936 5,828 8,764 33.5 
1961 6,963 7,381 14,344 48.5 
1965 8,991 2,522 11,513 78.1 
1969 8,003 2,120 10,123 79.1 
1973 7,793 2,635 10,429 .- 74.7 
1977 6,523 2,180 8,703 75.0 
1981 8,665 2,076 10,741 80.7 


SOURCES: Jinji In, Nenji hokokusho, 1958 through 1982 (Tokyo: Okura Shé, Insatsu 

Kyoku, 1959-83). : 
aThe number of those hired through the Higher Civil Service Examinations in these years is 
as follows: 

1957: 750 1973: (A) 733, (B) 381 

1961: (A) 339, (B) 99 1977: (A) 669, (B) 478 

1965: (A) 820, (B) 116 1981: (A) 717, (B) 737 

1969: (A) 727, (B) 132 
bThese positions are covered by the Administrative I Salary Schedule, the largest of the 16 
salary schedules. The other schedules encompass positions in taxation, public security, 
marine affairs, education, research, and medical care. 


B. C. KOH 297 


' Table 2 presents data pertaining to senior civil servants subject to the 
Administrative I Salary Schedule, which includes most people who per- 
form administrative, as opposed to technical, functions. Beginning with 





TABLE 2 Civil Servants in Administrative I Positions, By Mode of Recruitment 
and Current Grade {in percentages) 


_ Examination 

Grades Higher Middle Lower E yaluation Total N 
1966- 1 .- — — — 100.0 100.0 970 
. 2 10.6 — — 89.0 99.6b 3,788 
3 14.6 0.1 — 84.7 99.4¢ 4,632 
1970 l 25.8 — — 74.2 100.0 1,070 
2 28.5 0l- .— 71.4 100.0 3,824 
3° 21.2 > 0.6 — 78.2 100.0 7,031 
1972 gi 34.5 — — 65.5 100.0 1,105 
2 35.2 0.2 —- 64.6 - 100.0 4,086 
. 3 21.4 1.8. 0.1 76.7 100.0 8,755 
1974 ji 53.8 0.3 — 45.9 100.0 1,109 
2 39.4 0.8 — 59.8 100.0 4,386 
3 20.2 3.2 0.5 76.1 100.0 10,553 
19764 1 68.2 0.2 — 31.6 100.0 1,219 
2 40.0 1.6 0.0¢ 58.4 . 100.0 4,621 
3 18.5 4.7 0.9 75.9 100.0 12,464 
19784 1 76.0 0.2 — 23.7 100.0 1,344 
2 40.3 2.1 0.1 57.5 100.0 4,846 
3 17.1 5.4 1.5 76.1 100.0 15,454 
19804 1 79.0 0.5 — 20.5 100.0 1,418 
2 40.4 4.3 0.8 54.5 100.0 5,041 
3 17.7 6.9 2.4 73.0 100.0 15,959 
19814 1 80.3 0.5 0.1 19.1 100.0 1,450 
2 40.4 4.8 1.0 53.8 100.0 5,071 
3 18.2 7.7 3.0 71.1 100.0 16,512 


SOURCES: Jinji In, Nenji hokokusho, 1971, 1973, and 1975 (Tokyo: Okuru Shé, Insatsu 
Kyoku, 1972, 1974, and 1976); idem, Kémuin hakusho, 1978, 1980, 1982, and 1983 (Tokyo: 
Okura Sho, Insatsu Kyoku, 1978, 1980, 1982, and 1983). 
4Grade | encompasses Assistant Bureau Chief (Ayoku jicho), Division Chief (bu cho), and 
senior-level Section Chief (ka cho) in the central ministries; Grade 2 encompasses junior-level 
Section Chief; and Grade 3 encompasses senior-level Assistant Section Chief (ka cho hosa). 
60.4% (N=17) by special exam 
0.6% (N=28) by special exam 
dThe data for these years pertain to the situation at the end of the year. 
eN=2 
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Grade 1, a clear trend of institutionalization can be seen in which the 
Higher Civil Service Examinations have emerged as the dominant mode of 
entry into the elite positions. In 1966 none of the Grade 1 occupants was 
examination-certified, but by 1970 25% of them had passed tke higher 
examinations. By 1974 examination-qualified incumbents were in the ma- 
jority, and by the end of 1981 the higher examinations had become the 
source for 80% of Grade 1 officials. Note also thet beginning in 1974 
those who had passed the intermediate examinations began to eppear in 
the top grade. Although their actual number is quite small—thres each in 
1974, 1976, and 1978 and seven each in 1980 and 1981—it is nonetheless 
significant that graduates of the intermediate examinations can and do rise 
to such elite positions. Also noteworthy is the fact that in 1981 an alum- 
nus of the lower examination reached Grade 1 for the first time.1! 

The data on Grade 2 reveal the same general trend, a steady increase in 
the proportion of examination-qualified incumbents over the 16-year span. 
Unlike the situation in Grade 1, however, at the end cf 1981 it was evalua- 
tion, not examination, that had produced the majority of incumbents. 
While the proportion of those who passed the higher examinations appears 
to have stabilized at the 40% mark since 1974, that of intermediate exami- 
nation graduates has shown a marked growth throughout the period. One 
can also note a steady increase in the number of lower examination gradu- 
ates in Grade 2: two in 1976, three in 1978, 40 in 1980, and 53 in 1981. 

Finally, the situation regarding Grade 3 is notably different: not only 
has evaluation eclipsed examination by the ratio of seven to three, but the 
rate of change has also been rather low. Alumni of both the intermediate 
and lower examinations have nonetheless made steady progress. In sum, 
Table 2 demonstrates that access to Grade 1 positions (Assistant Bureau 
Chief, Division Chief, and senior-level Section Chief) is becoming gradu- 
ally limited to those who have passed the higher examinations, that a tiny 
fraction of those who entered the civil service through the route of the 
intermediate examination can attain Grade 1, and that that goal is within 
the reach of alumni of the lower examination. Realistically, however, the 
highest grade those in the last category can aspire to appears to be Grade 
2, Gunior-level Section Chief). 


11. In the same year a “‘non-career” manie., a person who has not passed the higher 
examination—was promoted to the rank of bureau chief in the prestigious Ministry of Fi- 
nance for the first time in its history. See Konuma Norio, “Non kyaria no sekai: Okura Shé 
no maki,” Kankai, May 1983, pp. 174-175. 
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TABLE 3 Successful Candidates in Higher Civil Service Examinations, By 
. University Background 


Tokyo University Kyoto University Other® Total 
N Yo N % N Ho N % 
1941-43 547 46.7 112 9.6 512 43.7 1171 100.0 
19666 318 21.1 142 9.4 1047 69.5 1507 100.0 
1967 350 25.7 174 12.7 840 61.6 1364 100.0 
1970 335 24.8 129 9.5 889 65.7 1353 100.0 
1971 453 32.3 174 12.4 774 55.3 1401 100.0 
1972c 266 17.9 146 9.8 1078 72.3 1490 100.0 
1973 499 35.4 204 14.5 707 50.1 1410 100.0 
1974 435 29.1 191 12.8 870 58.1 1496 100.0 
1975 459 35.2 172 13.2 674 51.6 1305 100.0 
1976 - 461 37.3 193 15.6 582 47.1 1236 100.0 
1977 488 38.0 211 16.4 585 45.6 1284 100.0 
1978 535 38.2 211 15.1 655 46.7 1401 100.0 
1979 541 39.9 206 15.2 608 44.9 1355 100.0 
1980 519 38.6 216 16.1 609 45.3 1344 100.0 
1981 545 37.6 210 14.5 696 47.9 1451 100.0 
1982 563 38.1 191 12.9 724 49.0 1478 100.0 
1983 547 34.9 203 12.9 818 52.2 1568 100.0 


SOURCES: The 1941-43 figures were calculated from Robert M. Spaulding, Jr., Imperial 
Japan’s Higher Civil Service Examinations (Princeton: Princeton University Press, 1967), pp. 
269 and 277; the 1966 and 1967 figures are from Jinji In geppo, No. 197, July 1967, p. 15, and 
No. 209, July 1968, p. 15; the 1970-71 figures are from Satö Tomoyuki et al., Todaibatsu 
(Tokyo: Yell Shuppansha, 1972), p. 176; the remaining data are from Asahi shimbun, August 
22, 1972, September 9, 1974 (evening ed.), November 1, 1975 (evening ed.), October 26, 1976, 
October 25, 1978, October 15, 1983; Mainichi shimbun, September 11, 1973, October 15, 
1979, October 15, 1980, October 15, 1981, October 15, 1982. 
aThis category includes not only those who attended the other colleges and universities but 
also those without any college education. 
bThe data for 1966-71 pertain to Type A only. 
cThe remaining data represent the combined totals of both Types A and B. No breakdown is 
available for these years. 


UNIVERSITY BACKGROUND OF SUCCESSFUL 

CANDIDATES | 
One of the most widely publicized traits of the Japanese civil service is the 
dominance of graduates of the University of Tokyo (Todai). This phenom- 
enon is inseparably linked to the preponderance of Todai graduates among 
the successful candidates of the Higher Civil Service Examinations. Table 
3 presents some relevant statistics. The degree of Todai dominance ap- 
pears to be less pronounced in the postwar period than it was during the 
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earlier era. Though Todai continues to be the single largest source of suc- 
cessful candidates in the higher examinations, its share of the pot has de- 
clined somewhat. . 

The University of Kyoto (Kyodai) has retained its position as the 
number two source of senior bureaucrats in the postwar perioc. Though 
its share has generally remained well below one half of Todai’s. there has 
typically been a sizable gap between Kyodai and its closest competitors— 
notably, Hokkaido University, Tohoku University, and Tokyo Institute of 
Technology (Tokyo Kogyo Daigaku).' 

From 1976 to 1982 Todai and Kyodai together provided over half of all 
successful candidates in the Higher Civil Service Examinations. As noted 
already, however, these candidates do not ipso facto become civil servants. 
Although the available data on the academic background of those who are 
hired as elite track civil servants are rather fragmentary, it appears that 
Todai dominance becomes even more pronouncec at the appointment 
stage. According to Tashiro Ku, the chief of the Grievance Burzau of the 
National Personnel Authority who had access to the relevant data, be- 
tween 110 and 115 of the 160 candidates (69%-72%) hired from the 1980 
roster of Type A eligibles in the field of law were graduates of Todai’s 
Faculty of Law. And this, he says, was not an atypical year.'3 On the 
other hand, it should not be overlooked that in 9 of the 17 years covered in 
Table 3, the majority of successful candidates in the Higher Civil Service 
Examinations have come from universities other than Todai and Kyodai. 
In 1983 not only were these two universities eclipsed by the others for the 
first time in eight years, but private universities supplied 10% of the suc- 
cesses for the first time in nearly two decades.!* 


12. In comparing the performance of Todai and Kyodai one needs to take into account the 
difference in the size of their respective graduating classes: although overail Todai graduates 
20% more people annually than does Kyodai, Todai’s law faculty produces 80% more gradu- 
ates than does Kyodai’s. See Kokuritsu Daigaku Kyokai et al. (eds.), Kokkoritsu daigaku 
gaidobukku, 1983 (Tokyo: Kokuritsu Daigaku Kyokai, Kéritsu Daigaku Kyokai, and Dai- 
gaku Nyiishi Senta, 1982), pp. 198 and 405. Unfortunately, recent statistics on the university 
background of applicants to the Higher Civil Service Examinations are not available. Analy- 
sis of earlier statistics shows that the gap between Todai and Kyodai narrows significantly 
when the success ratios of their graduates are considered: in 1966, 36% of Todai graduates 
and 30% of Kyodai graduates passed the Type A higher examination, and in 1967 the ratios 
were 34% for Todai and 26% for Kyddai. See Jinji In geppo, No. 197 (June 1967), p. 15, and 
No. 209 (July 1968), p. 15. 

13. Tashiro Ki, “Nihon gydseikan kenkyii, VH; kyaria to non kyaria,” pp. 89-90. 

14. Asahi shimbun, October 15, 1983. 
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DOMINANCE OF LAW GRADUATES 


Another age-old pattern in the Japanese higher civil service is known as 
hoka banno (lit., “omnipotence of the law department”). Of all the fields 
of specialization in the Higher Civil Service Examinations, “law” (Aoritsu) 
has emerged as the single most important, accounting for one of every five 
or six successful candidates throughout the postwar years. More impor- 
tant, about a quarter of the successful candidates who are actually hired 
have had law as their field of specialization. This may be related to the 
fact that law offers the widest range of options to the successful candidates 
in terms of government employment, for virtually every agency recruits 
law specialists every year. The other fields that offer relatively abundant 
options to the candidates are economic and public administration, but 
neither can match law.!5 

It is necessary at this point to explain briefly what specialization in law 
signifies in the Japanese context. The most important thing to bear in 
mind is that being a law graduate is not the same thing as being a lawyer. 
All faculties of law (hogakubu) in Japan are undergraduate schools. 
Although their graduates receive a substantial amount of legal training as 
well as bachelor of law (hogakushi) degrees, only a small fraction of them 
take the Judicial Examination, and a still smaller proportion pass it. In 
1983, for example, only one of every 56 applicants passed the examina- 
tion.'© The successful applicants then must undergo two years of post- 
graduate training at the government-run Judicial Research and Training 
Institute. Only graduates of this institute are officially certified to enter the 
legal profession as judges, prosecutors, and attorneys. In short, for all but 
a handful of the people involved, graduation from a faculty of law does not 
foreshadow a career in the legal profession; it simply signifies completion 
of what amounts to general education. 


MALE DOMINANCE 
To a striking extent, Japan continues to be a male-dominated society, and 


15. For pertinent statistics, see Jinji In geppd, April 1962, p. 12; April 1965, p. 18; May 
1966, p. 13; Jinji In, Nenji hokokusho, 1970-82. Although law is the number one field in 
terms of the number of total applicants as well as successful ones, it is not the most competi- 
tive field. That honor goes to public administration: in 1982 the competition ratio for public 
administration was 97 to 1, while that for law was 37 to 1. Jinji In geppo, No. 387 (April 
1983), p. 9. 

16. The number of successful candidates was 448, and their mean age 28. Forty-four 
(10%) of the successes were women. It is noteworthy that private universities outperform 
Todai in the Judicial Examination. The top university in 1983 was Waseda University 
(N=88), and in 1982 it was Chuo University (N=90). Asahi shimbun, November 1, 1983; 
Mainichi shimbun, October 31, 1982. 
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this social reality is inevitably reflected in the civil service. For a long time 
women were not only underrepresented at all levels of the civil service but 
also underpaid. The picture has changed only marginally. Whereas in 
1958 women constituted only 17% of all civil servants and 1.6% of those 
with college degrees,!’ in 1976 their share of civil service jobs was 20% 
and that of college graduates in the civil service 6.3%. The most dramatic 
gain was registered in the realm of compensation: when the level of educa- 
tion and the length of service are held constant, the gap between men and 
women all but disappeared.'® By 1983 women’s share of civil service jobs 
reportedly rose to 21%.!° 

What interests us most, however, is the relative position of women in 
Japan’s higher civil service. On the average, between 4% and 6% of the 
successful candidates in the Higher Civil Service Examinations in recent 
years have been women. (The peak was reached in the early 1960s, when 
8%-9% of the successful candidates were women). From 1966 to 1982 
the number of successful women candidates remained well below 100—in 
fact, close to half that number—and their proportion consistently fell short 
of the 5% mark. In 1983, however, women registered a substantial gain in 
both absolute (N=92) and proportional (5.9%) terms.?? One key indica- 
tor of women’s position in the civil service—namely, the proportion of 
women among incumbent civil servants who have passed the Higher Civil 
Service Examinations—shows very little change; in the 1976-81 period it 
remained a little over 3%.*! 

There are a number of high positions in the Japanese government that 
are traditionally reserved for women, mainly in the bureaus and sections 
dealing with women and children in the Ministries of Education, Labor, 
and Welfare. But these positions are too few in number to accommodate 
the career aspirations of all elite-track women civil servants. Significantly, 
no woman has ever reached the pinnacle of the career civil service, that is, 
the position of administrative vice-minister. 


17. Jinji In, Nenji hokokusho, 1958 (Tokyo, 1959), p. 50. 

18. Jinji In, Kyiiyd Kyoku, Kokka kémuin kyuyotd jittai chosa hokokusho (Tokyo: Okura 
Sho, Insatsu K-yoku, 1976), pp. 4-5 and 38-39. 

19. Time, December 12, 1983, p. 46. 

20. For pertinent statistics, see Jinji In geppo, April 1965, p. 21; July 1967, pp. 11-12; 
Asahi shimbun, September 5, 1967 (evening ed.); August 22, 1972; September 9, 1974 (eve- 
ning ed.); November 1, 1975 (evening ed.); October 26, 1976; October 25, 1978; October 15, 
1983; Mainichi shimbun, August 19, 1969; September 11, 1973; October 15, 1979; October 
15, 1980; October 15, 1981; October 15, 1982. 

21. Jinji In, Kémuin hakusho, 1978-83. 
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A Comparative Assessment 
How does Japan’s track record in the recruitment of its higher civil ser- 
vants stack up against those of other industrialized democracies? As far as 
the methods of recruitment are concerned, the United States, Britain, 
France, and West Germany also rely on a combination of competitive ex- 
aminations and evaluation, with emphasis on the former. Additionally, 
they make extensive use of both pre-entry and on-the-job training pro- 
grams. Both in absolute and proportional terms, the number of people 
selected is substantially fewer in these countries than it is in Japan. In one 
sense, the Japanese system appears to be more open than those of America 
and Western Europe in that there is no formal educational requirement in 
the former. The practical significance of this formal flexibility evaporates 
quickly, however, when the actual record is examined. 

Moreover, the rigor with which the track system is adhered to in Japan 
has no parallel elsewhere. In both Britain and France, internal candidates 
are allowed to compete with external candidates for admission to the elite 
corps. In France in particular, up to 40% of successful candidates in the 
entrance examination to the Ecole Nationale d’Administration (ENA) are 
internal candidates.2? In the U.S. the apparent rigidity of the Presidential 
Management Intern Program (PMIP)’? is diluted by a number of consid- 
erations. First, there is an abundance of opportunities for obtaining the 
necessary credentials even for incumbent government officials. Second, the 
manner in which the selection process operates ensures equality of oppor- 
tunity to a very high degree. And third, there is a great deal of mobility, 
both vertical and lateral, in the U.S. federal bureaucracy. West Germany 
seems to come closest to matching Japan’s record of rigid stratification, for 
it leaves very little room for those who have not undergone the arduous 
process of state examinations and probationary periods to climb the upper 
rungs of the ladder of the federal bureaucracy.?* 

What of the phenomenon of domination by a few elite universities? 
Both Britain and France manifest a similar pattern. From 1948 to 1963 
Oxford and Cambridge universities together provided 81% of successful 
candidates in Methods I and II competition for direct entrants to the Ad- 


22. Nomura Nario, “Fransu kanri no nin’yo seido,” II, Jinji In geppo, No. 220 (June 
1969), pp. 14 and 24-25, 

23. Inaugurated in 1977, this program comes closest to rivaling Japan’s Higher Civil Ser- 
vice Examinations. To be eligible to compete, however, candidates for PMI positions must 
first be nominated by deans and directors of graduate programs in “general management with 
a public sector focus.” See U.S. Office of Personnel Management, The Presidential Manage- 
ment Intern Program, 1980-198] (Washington, 1981), pp. 10-11. 

24, Sumitomo Tadashi, “Nishi Doitsu rempo kanri no nin’yo seido,” I and II, Jinji In 
geppo, No. 215 (January 1969), p. 9, and No. 217 (March 1969), p. 12. 
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ministrative Class, with Cambridge trailing behind Oxford by the ratio of 
four to six.2° After the reforms of the late 1960s, the Oxbridge dominance 
seemed to wane slightly. In the mid-1970s about 65% of external candi- 
dates for Administrative Trainee who passed the Final Selection Board 
came from the two universities. In the late 1970s the Oxbridge share de- 
creased to slightly over 50%.26 In the case of France, between 70% and 
90% of successful candidates in the entrance examination of the ENA are 
products of Instituts d’Etudes Politiques (IEPs), of which the Institut lo- 
cated in Paris supplies over 90%. When successful internal candidates are 
added, the share of IEPs drops to about 60%.?’ 

Turning to the United States, we find nothing that can match the elitism 
of Japan, Britain, and France. A 1959 survey found that of the 7,640 ca- 
reer civil servants holding the rank of GS 14 or higher, no more than 3% 
came from any single university. In fact, it was not an Ivy League univer- 
sity but George Washington University and City College of New York 
that emerged at the top, with each contributing 3%. The top ten universi- 
ties supplied only 21% of the career civilian executives. Only in the For- 
eign Service did Ivy League universities appear at the top, but Harvard, 
Princeton, and Yale together supplied only 14% of senior Foreign Service 
Officers.28 The PMIP became even more egalitarian: the 250 finalists cho- 
sen in 1978 were spread among 127 different institutions of higher learn- 
ing, with the same pattern being repeated in subsequent years.2? In West 
Germany the problem does not arise, since students are allowed to take 


25. Geoffrey Kingdon Fry, Statesmen in Disguise: The Changing Role of the Administrative 
Class of the British Home Civil Service, 1853-1966 (London: Macmillan, 1969), p. 435. The 
statistics were calculated from Table 5. 

26. Peter Kellner and Lord Crowther-Hunt, The Civil Servants: An Inquiry Into Britain’s 
Ruling Class (London: MacDonald Futura Publishers, 1980), pp. 120-123 and 137. 

27. Suzuki Kazuo, “ENA (Fransu Kokuritsu Gyosei Gakuin) no kydiku seido,” II, Jinji 
In geppé, No. 321 (November 1977), p. 19; “Fransu jékyii kémuin no shonin kyoiku; rainichi 
no Kokuritsu Gydsei Gakuin (ENA) seini kiku,” Jinji In geppo, No. 366 (July 1981), p. 7; 
Ezra N. Suleiman, Politics, Power, and Bureaucracy in France: The Administrative Elite 
(Princeton: Princeton University Press, 1974), p. 54. 

28. Lloyd W. Warner et al., The American Federal Executive (New Haven: Yale Univer- 
sity Press, 1963), p. 372, Table 51B. In Japan foreign service officers are recruited through a 
separate examination by the Ministry of Foreign Affairs. Yodai dominance becomes more ` 
pronounced in that examination: better than half of its successes come from Todai. In fact, 
products of national universities completely dominate it. In 1983 none of the 25 successful 
candidates came from private universities. Nor were there any women among the successes. 
In previous years there had been between one and three women. Asahi shimbun, October 22, 
1983. 

29, U.S. Office of Personnel Management, The Presidential Management intern Program: 
Anniversary Report 1978-1980 (Washington, 1980), pp. 3 and 21-23, 
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courses in any of the state universities and typically attend several univer- 
sities during their academic careers. 

Is the predominance of law graduates replicated outside of Japan? Here 
West Germany resembles Japan closely, which is not surprising in view of 
the German influence on the prewar Japanese bureaucracy.*° Edinger 
writes that “a civil servant who wants to rise above a medium-grade posi- 
tion, no matter what his task will be, must usually have a degree in law.”3! 
It is worth noting that, as is the case in Japan, a law degree per se has no 
professional significance in West Germany. In order to enter the legal pro- 
fession, the candidate must undergo the same procedure as the candidate 
for the higher civil service: two state examinations and two prolonged 
periods of postgraduate training. What sets West German law graduates 
apart from their Japanese counterparts, however, is that the former must, 
in effect, qualify for a professional career in law before they can become 
full-fledged civil servants on the elite track. 

Candidates for admission to the French ENA must choose between two 
fields—law and economics. About 70% of them opt for law.?? In the U.S. 
only a small fraction of higher civil servants have legal training. The 1959 
study cited earlier found that less than 8% of the senior career civil ser- 
vants had law degrees.4+ The most recent vehicle of elite recruitment in 
the American federal government, the PMIP, is aimed explicitly at at- 
tracting candidates with graduate training in management, and 68% of the 
250 interns selected in 1978 had graduate degrees in public 
administration.>° 

The British Administrative Class was traditionally dominated by those 
who had majored in history and classics; 58% of direct entrants to the 
Class in the 1948-56 period (Methods I and II combined) and 51% of 
them in the 1957-63 period had taken their degrees in these two subjects. 
The proportion of those who had taken their degrees in law during the two 
periods were 3% and 5%, respectively.7° The post-Fulton reforms, in- 
tended to broaden the recruitment base, have not produced any substantial 


30. See Robert M. Spaulding, Jr., Imperial Japan’s Higher Civil Service Examinations 
(Princeton: Princeton University Press, 1967). 

31. Lewis J. Edinger, Politics in Germany: Attitudes and Processes (Boston: Little, Brown, 
1968), p. 46. 

32. Sumitomo Tadashi, “Nishi Doitsu rempo kanri no nin’y6 seido,” I, Jinji In geppo, No. 
215 (January 1969), p. 25. 

33. Nomura Nario, “Fransu kanri no nin’yo seido,” II, p. 25. 

34, Warner et al, The American Federal Executive, p. 369, Table 48B. 

35. U.S. Office of Personnel Management, The Presidential Management Intern Program, 


pes: 
36. Fry, Statesmen in Disguise, p. 436. Percentages were calculated from Table 6. 
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change in the picture: although the proportion of graduates in history and 
classics has declined, the majority of successful candidates for Administra- 
tive Trainee positions have nonetheless continued to be “arts” (i.e., hu- 
manities) graduates.37 

The underrepresentation of women in the higher echelons of govern- 
ment bureaucracy is a universal phenomenon. In none of the Western in- 
dustrialized democracies have women achieved parity with men in the 
higher civil service. However, the degree to which women are under- 
represented varies widely. In general, women have been making notable 
progress in the United States. Warner and his colleagues found in their 
1959 survey that only 145 of the 10,851 civilian federal executives who had 
responded to their questionnaires were women—“about one in seventy-five 
of the civilian federal executives.”38 By contrast, the first class of the 
PMIs contained 116 women, accounting for 46% of the totel.>° 

In France the proportion of women among those who are admitted to 
the ENA has slowly but steadily increased to about 13% in the late 
1970s.*° In Britain women first gained entry into the Administrative Class 
during World War I on a temporary basis and then became eligible to 
compete for AC positions in the mid-1920s. From 1925 to 1945, however, 
the proportion of women among successful candidates for the Administra- 
tive Class remained at or below 7%. In the postwar period the proportion 
increased to about 10%, a situation that has remained unchanged.*! 

In sum, international comparisons suggest that Japanese patterns of 
recruiting higher civil servants are by no means unique to that country. 
Nonetheless, variations among five industrialized democracies in terms of 
salience, pervasiveness, and intensity of some of the patterrs cannot be 
overlooked. In general, the Japanese system emerges as somewhat more 
closed and less egalitarian than its Western counterparts. 

One may speculate that political culture and the age of democratic insti- 
tutions may have something to do with this state of affairs. Japanese polit- 
ical culture still retains a number of authoritarian strains such as the 
importance of hierarchy, the preoccupation with rank, and deference to 
authority.42 Moreover, its democratic institutions and procedures are, for 


37. Oki Yu, “Igirisu seifu shokuin no nin’y6 seido,” I, Jinji In geppd, No. 291 (May 1975), 
p. 18; Kellner and Crowther-Hunt, The Civil Servants, pp. 120-123. 

38. Warner et al., The American Federal Executive, p. 177. 

39. U.S. Office of Personnel Management, The Presidential Management Intern Program, 
p. 3. 
40. Suzuki, “ENA no kyoiku seido,” I, Jinji In geppo, No. 320 (October 1977), p. 25. 

41. R. K. Kelsall, Higher Civil Servants in Britain (London: Routledge & Kegan Paul, 
1955}, pp. 169-177; Kellner and Crowther-Hunt, The Civil Servants, p. 12. 

42. Nakane Chie, Tate shakai no ningen kankei (Tokyo: Kodansha, 1967). 
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the most part, only four decades old, even though the Diet and some of the 
political parties may legitimately trace their roots to the prewar era.* 
Under these circumstances, it may be unrealistic to expect that the values 
of equality, democracy, and representativeness in civil service recruitment, 
no matter how fervently they may be espoused, can be readily approxi- 
mated. After all, the other democracies also have a long way to go in this 
regard. Signs of incremental change noted in this study suggest, however, 
that the gap between the ideal and the real is slowly narrowing in Japan. 


Conclusion 

If, as suggested above, the goal of democracy in civil service recruitment 
has remained somewhat elusive, how has the goal of efficiency fared? It 
should be recalled that, insofar as the recruitment of civil servants is con- 
cerned, this goal aims at the institutionalization of the merit principle. 
That is, objectively ascertainable qualifications of candidates such as their 
educational attainments, experience, and performance in examinations 
shall be the primary basis for appointments to civil service positions. The 
available statistics, some of which were analyzed in the preceding pages, 
suggest that merit has indeed taken firm root in the Japanese civil service. 
The dominance of higher examination-certified officials in the upper rungs 
of Japanese bureaucracy bolsters this view. 

To gain a deeper understanding of the situation, however, one must look 
beyond the recruitment stage and inquire into the dynamics of the promo- 
tion process. To what extent is performance (or merit) rewarded? How is 
performance evaluated? In general, how may one assess the overall per- 
formance of Japan’s higher civil servants? There is a striking paucity of 
data pertaining to these questions, and further, they are plainly outside the 
scope of this article. A few impressionistic points may nonetheless be 
made. 

Descriptive accounts suggest that the promotion patterns of elite track 
bureaucrats are affected by a number of factors: (1) nenji or the year of 
entry; (2) the pre-entry track record, notably grades received during uni- 
versity days and in the Higher Civil Service Examination; and (3) the post- 
entry track record. The latter two frequently go hand in hand, for initial 
assignments to core units or preferred posts hinge to a large extent on the 
pre-entry track record, and they in turn afford the civil servants opportuni- 
ties and challenges that are a cut above those provided by routine assign- 
ments. Creditable or superior performance in preferred posts has a 


43. Robert A. Scalapino, Democracy and the Party Movement in Prewar Japan (Berkeley: 
University of California Press, 1953). 
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snowballing effect, allowing the civil servant progressively to build up his 
credentials.4 

The specific manner in which the post-entry track record is evaluated 
varies from ministry to ministry and, obviously, from case to case. Ac- 
cording to one informed observer, upwardly mobile civil servants in the 
Ministry of International Trade and Industry generally distinguish them- 
selves along five dimensions: (1) ability to generate new policy proposals; 
(2) skill in translating the above into the language of legislation or regula- 
tion; (3) ability to do the necessary nemawashi (“root-binding” or spade- 
work); (4) leadership ability; and (5) ability to promote intraministerial 
harmony.*° 

Finally, in what ways do the recruitment practices discussed in this arti- 
cle affect behavior and performance in the Japanese civil service? First, 
the relative rigidity with which the multiple track system is maintained is 
bound to have demoralizing effects on the vast majority of civil servants 
who fail to get on the elite track at the very beginning. On the other hand, 
elite track civil servants within each ministry or agency not only develop 
bonds of affinity with one another but also become exposed to a wide array 
of problems facing their organization. It is thus possible that, by providing 
a prolonged period of well-rounded training to fledgling higher civil ser- 
vants, the multiple track system may help ensure that their level of per- 
formance as leaders of their organizations in later stages will be 
satisfactory; but the price for this is paid by all other civil servants whose 
career prospects are sharply curtailed from the outset. 

Second, decentralized hiring practices contribute to the parochialism 
and jurisdictional rivalries of civil servants. That such phenomena can 
only impede the efficiency of the Japanese government as a whole seems 
plain. Third, the dominance of Todai graduates, while obviously demoral- 
izing to others, may not be without its benefit. It may help alleviate the 
phenomena just mentioned, for civil servants bound together by the “old 
school tie” may find it easier than others to reach compromises, seek com- 
mon ground, and transcend parochialism in interministerial negotiations. 
Last but not least, the preeminent position of law as a field of specializa- 
tion among higher civil servants implies a highly legalistic orientation on 
their part. This must be seen in conjunction with an unmistakable bias 
against technical specialists (gikan) in Japan’s bureaucracy. Given the 
growing importance of technical expertise in modern governments, includ- 


44. See Takamoto Mitsuo, Okura kanryo no keifu (Tokyo: Ninon Shoseki Kabushiki Kai- 
sha, 1979): Kydikusha, Kanryd (Tokyo: Kyoikusha, 1980); also consult the series, “Jimu 
jikan kenkyu,” in Kankai, January 1982 through June 1983. 

45. Nawa Taré, “Jimu jikan kenkyi: Tsiishan Sho,” Kankai, March 1982, pp. 132-133. 
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ing that of Japan, one wonders whether such a state of affairs does not 
undercut the operating efficiency of the government bureaucracy as a 
whole. l 

In conclusion, the picture that emerges from the foregoing analysis is 
mixed. While much progress has been made in the area of institutional- 
izing merit as the principal criterion of recruitment, the goal of making the 
civil service a democratic institution remains to be reached. If these goals 
are viewed as equally pressing, the Japanese record can be described as 
only a partial success. Unlike its much heralded counterpart in the private 
sector, the Japanese model of public management, insofar as recruitment 
practices are concerned, remains to be perfected. Still, one should not rule 
out the possibility that existing patterns may be best suited to Japan’s 
socio-cultural realities. If that is the case, the Japanese experience may 
have but limited relevance for cross-cultural diffusion. 
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In recent years there has been a growing interest in the 
United States and Western Europe in Japanese management practices and 
labor incentives. However, studies of the Japanese system have dealt 
mainly with large private corporations, while paying little attention to two 
other sectors—medium- and small-scale private business and the govern- 
ment. In this article, we take a look at one subtle area of contact between 
the government and the private sector, namely, the practice of amakudari. 
Literally, the word amakudari means “descent from heaven” and is used 
to describe the reemployment of government bureaucrats after the termi- 
nation of their service with the government. 

The close relationship between government and business in Japan has 
attracted much attention and has been regarded as one of the causes of 
Japan’s successful economic performance in the postwar period. These 
ties appear in several forms: administrative guidance (gydsei shido) per- 
formed mainly by the Ministry of International Trade and Industry 
(MITT) as a device to exert its control over the private sector; participation 
of businessmen in advisory commissions; and financial assistance by the 
Bank of Japan in the form of low-interest loans to selected industries and 
the financing of political parties by private companies. Amakudari serves 
as another link between government and business.! 
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1. “The fact that many of those Japanese who do not yet get to the top in the civil service 
thereupon move into senior jobs in industry when they are in their late forties reinforces the 
intimate connection between the business world and the bureaucracy that is the special fea- 





310 


TUVIA BLUMENTHAL 311 


Surprisingly, little reference has been made to amakudari in the Eng- 
lish-language literature on Japan, the only thorough study being that by 
Chalmers Johnson.” Even in Japan, few attempts have been made to deal 
with this practice on the academic level, although it is widely discussed in 
weeklies that deal with individuals involved and point to the sensational 
aspects of amakudari.* 

In this article I first describe the practice of amakudari and provide 
some figures on its development in recent years, then deal with the per- 
formance of companies with amakudari presidents, and lastly, look at the 
role of amakudari within the Japanese employment system. 


The Practice of Amakudari 
While mobility of workers between the private sector and the government 
sector is common in many countries, in Japan amakudari has several dis- 
tinctive features. The direction of movement is always (except for a few 
notable exceptions) from the government to the private sector, while in 
most other countries there is a two-way movement between the two sec- 
tors. In Japan, career public servants are selected from graduates of top 
universities, and working for a government ministry is considered high- 
status employment. After being admitted to a ministry, officials are 
trained in different jobs and rotate among various departments. Employ- 
ees who belong to the same cohort advance at the same pace until they 
reach the level of section chief at age 41-42. From this stage, some move 
up the ladder while others retire and find new jobs. When one of the mem- 
bers of the cohort reaches the rank of vice-minister, all officials belonging 
to his or higher age-groups resign their posts at the ministry. There are 
three main options for reemployment—private companies, government- 


ture of Japanese capitalism.” The Economist, March 31, 1973, supplement, “A Special 
Strength: Survey of Japan,” p. 23. 

2. Chalmers Johnson, “The Reemployment of Retired Government Bureaucrats in Japa- 
nese Big Business,” Asian Survey, 14:11 (November 1974), pp. 953-965. See also, by the same 
author, "Japan: Who Governs? An Essay on Official Bureaucracy,” The Journal of Japanese 
Studies, 2:1 (Autumn 1975), pp. 1-28, and MITI and the Japanese Miracle (Stanford: Stan- 
ford University Press, 1982). 

3. See, for example, “Kore ga KanryG Amakudari no Jittai da” (This Is The Truth About 
Amakudari of Bureaucrats), Keizaikai, July 27, 1982, p. 53-57; “Naze Késha-Kédan 
Tenkoku na no da” (Why Are Public Corporations Heaven"), Economisto, October 30, 
1979; and “Makaritoru “Tozama Shachd’ * (Moving-around of Outside Presidents), Shakan 
Daiyamondo, September 19, 1981, pp. 42-50. 
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related institutions, or politics. In this article, we deal only with the first 
two options.* 


According to the National Public Service Law (Kokka Komuin Hò), 
government employees are not allowed to join a private company for two 
years after their retirement if they had a close connection with the com- 
pany within the five years prior to retirement. The National Personnel 
Authority (Jinji In) must give its approval to every public servant who 
plans to join a private company before the end of the two-year “cooling 
period.” The Authority publishes the Annual Report on Approved Employ- 
ment in Profit-making Enterprises, which includes the following informa- 
tion: name of person; date of leaving public service; his official duties 
during the five-year period before his retirement and length of service in 
each capacity; the name of the company he plans to join; rank and job; 
description of the company’s activities; the government office to which it is 
connected; and the reasons for approving the application. 

Table 1 presents data on the number of approved cases of amakudari 
from government ministries or agencies to private companies. Despite 
fluctuations during the 1961-81 period, the total number of amakudari has 
shown an upward trend. This finding is contrary to speculations that 
amakudari was temporary and would decrease in importance as labor 
shortages in Japan increase.’ There has also been a change in the source of 
amakudari; while a large number of officials still come from the Ministries 
of Finance, International Trade and Industry, and Transportation, the 
practice has spread in recent years to the Ministry of Educatior, the Na- 
tional Police Agency, and the Meteorological Agency. 

There are several reasons for the increase in the number of amakudari 
officials in private companies in the past few years. As a deferment of 
retirement to age 60 is expected, ministries try to hasten the transfer of 
older employees to other jobs; there is a growing need in incustry for 
trained technicians from the government; and amakudari to special insti- 
tutions has become more difficult.® 

Let us take a closer look at the distribution of reemployed government 
officials in 1981. During that year, 249 licenses were granted for reem- 
ployment in private companies. Of this number, 128 were for top manage- 
rial positions such as presidents, directors, heads, or vice heads of 
departments; 55 were for advisor positions; and 31 were for part-time Jobs. 


4. During the past 10 years, about 20% of LDP representatives and a high proportion of 
ministers have been ex-bureaucrats. Muramatsu Michio, Sengo Nihon no Kanryosei (Japan’s 
Postwar Bureaucracy), (Toyo Keizai, 1981), p. 80. 

5. Chalmers Johnson, ‘“Reemployment of Retired Government Bureaucrats,” p. 961. 

6. Asahi Shimbun, March 30, 1982. 
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In Table 2, reemployed officials are classified according to the ministries 
of origin and the industries to which the receiving firms belong. As ex- 
pected, in many cases officials are employed in firms connected to the min- 
istry from which they emerged. Thus, reemployment from the Ministry of 
Finance often leads to finance and insurance companies and from the Min- 
istry of Transportation to companies in this line of business. This is not a 
universal rule, however, since only one-third of the officials joining con- 
struction firms came from the Ministry of Construction and the other two- 
thirds from other ministries, as shown in the table. 

As mentioned above, there are two kinds of anakudari: cne is from 
government bureaucracy to private companies, the other to government- 
related institutions. The latter (Tokushu Hojin) are of two kinds: special 
institutions (Jokubetsu Hojin) and nonprofit institutions (Koekibetsu 
Hojin). In recent years there has been a consicerable increase in the 
number of such institutions, from 38 in 1967 to 73 in 1981.7 

Among the Tokubetsu Hojin, we find the Japan Foundation, zhe Society 
for Prevention of Pollution, the Research Institute of Social Security, the 
Society for Forest Development, and the Research Institute for Agricul- 
tural Machinery. The Koekibetsu Hojin include the Research institute of 
Middle-East Economics, the Institute for Japanese International Educa- 
tion, and Japan’s Consumers’ Association. 

Of the 457 directors (yakuin) in all institutions, 359 (78.6%) were of the 
amakudari type. In 21 Tokubetsu Hojin and 10 Koekibetsu Hejin, all di- 
rectors came from the government. The average age of all directors was 
58.5 years; 64.1% were under 59, 32.5% between 60 and 69, and 3.4% 
above 70. Since 1974, the largest number of amakudari directors has come 
from MITI, with the second place alternating between the Ministry of Fi- 
nance and the Ministry of Agriculture.’ 

Institutions are closely related to government ministries, and there is a 
territorial division of institutions into spheres of influence known as 
nawabari. For example, of the 73 institutions mentioned above, 24 were 
related to MITI, while the Ministry of Finance and the Ministry of Trans- 
portation had nine institutions each. Whereas the Ministry of Finance had 
only a few related institutions, retired officials from this min- 


7. Amakudari Hakusho (White Paper on Amakudari) published by the Seirckyd (Labor 
Union of Government-Related Institutes), 1981. For a typology of the different public enter- 
prises, see Chalmers Johnson, “Japan: Who Governs? An Essay on Official Bureaucracy,” 
pp. 22-27. 

8. The data do not reveal the whole story because officials from the Ministry of Finance go 
to financial sections of other ministries and from there to institutions. It is therefore claimed 
that the Ministry of Finance has the largest number of amakudari. See Whire Paper on 
Amakudari, 1981, p. 145. 
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istry were scattered among the financial departments of many institutions. 
There has been a tendency to replace high-level officials who leave the in- 
stitutions by people from the same ministry: for the year ending October 
1980, of 79 cases where directors retired, 40 of their replacements were 
from the same ministry. This practice has led to charges that some of the 
government-related institutions were founded mainly for the purpose of 
providing employment to retired government officials. It is also interesting 
that in some cases the position in the institution is not the final step in the 
retired government official’s career; it serves only as a stepping stone for a 
higher position, and some officials are known as “migratory birds” 
(wataridori) for having changed their places of employment several times. 
According to the White Paper on Amakudari, 150 of 457 directors of 
Tokushu Hojin belong to the category of wataridori. Most of them have 
changed their jobs once, but a small number have done so up to five times. 

The practice of amakudari is widely criticized in Japan. The most out- 
spoken critics are the labor unions, in particular the Seirokyō, which op- 
poses the “parachuting” of new managers to their institutions.? For the 
general public and news media, a repeated issue is the high salaries and 
retirement allowances received by reemployed retired officials.!° The in- 
crease in salary is often a result of advancing to a higher rank—e.g., when 
a vice-minister becomes president of an institution. Another important 
benefit for directors of Tokushu Hojin lies in the formula for calculating 
their retirement benefits: for regular staff, the retirement allowance is 
equal to one month’s salary for each year of employment, while directors 
receive one month’s salary for 36% of the number of months they were 
with the company (namely, they get one month’s salary for every 4.2 
months of employment).!! The average retirement allowance for 115 di- 
rectors who retired in 1981 amounted to 14,770,000 yen (about $70,300) 
for an average working period of 53 months. This is in addition to the 
allowance for the period they served with the government. 


Performance of Amakudari Presidents 
There are various reasons why companies like to employ retired govern- 
ment officials. One reason lies in the advantage the new manager has 


9. This labor union often uses anti-emakudari slogans as a part of its campaign. See Japan 
Times, March 21, 1974, for a description of a demonstration by members of Seirdky6 who 
demanded higher pay and objected to amakudari. 

10. “Komuin Ronri to ‘Amakudari’ Mondai o Meguru” (On the Ethics of Public Service 
and the Amakudari Question), Jinji In Geppo, June 1982, p. 5. 

11. This formula has been followed since April 1978. Until December 1969, it was 70%, 
and until March 1978, 45%. 
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through his connections with his former colleagues and subordinates in the 
government hierarchy. While the idea of “Japan Inc.” may well be exag- 
gerated, an important characteristic of the Japanese economy lies in the 
close links between government and business. A company manager well 
versed in the bureaucratic labyrinth and having close ties with officials in 
the ministry is a real asset to any industrial or commercial enterprise. In 
addition, many companies may want the retired official for his intrinsic 
qualities: in Japan, government officials are recruited from the top-ranking 
universities and given a diversified training during their career. Some of 
them attain high technical skills while others are noted for their adminis- 
trative ability. 

To get some insight into this aspect of amakudari, I use a study per- 
formed by the Industrial Policy Department of the Ministry of Interna- 
tional Trade and Industry for the period 1973-80.'? In this study, 
managers of companies were divided according to their origin into four 
categories—founder president, second-generation president, a president 
who rose from inside the company, and an amakudari president (this cate- 
gory includes those who joined the company after serving with another 
company). For 1980, the distribution of the four types was as follows: 
founder—34.9%, second generation——-23.4%, insider—8.3%, and 
amakudari—33.4%. During the period 1973-80, there was an increase in 
the number of founders (from 28.4% to 34.9%) and second generation 
(from 17.4% to 23.4%), whereas the share of insiders and amakudari de- 
creased (from 13.6% to 8.3% and from 40.6% to 33.4%, respectively). 
According to the study, this can be explained by the changing conditions 
in the Japanese economy after the oil crisis, which led to growing competi- 
tion among firms. When competition became direct, there was an advan- 
tage in having a president who was well versed in the company’s affairs, 
such as the company’s founder or his son. 

For each category of companies, a performance index was calculated. 
The index was defined as an average of the rate of growth of sales and the 
rate of profit on capital.!3 The performance scores for the four types of 
companies for the period 1973-80 are presented in Table 3. Except for one 
year, the best performance is shown by the founder president, usually fol- 


12. MITI, Atarashi Keieiryoku Shihyo (New Indicators of Management), 1981, p. 19. 
Data from this source for the period 1973-77 are analyzed in Shimizu Ryiiei, Kigyo Kédo to 
Seicho Yoin no Bunseki (Analysis of Firms’ Behavior and Factors of Growth), (Tokyo: 
Yihikaku, 1979). 

13. The index of the company’s performance was calculated using the QAQF (Quantita- 
tive Analysis of Qualitative Factors) method. For each company, the rate of growth of sales 
and the net rate of profit were calculated. The mean of the distribution of each measure was 
given the value of 2.5, the mean minus 2.5 standard errors and plus 2.5 standard errors were 
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TABLE 3 Companies’ Performance by Type of President 


1973 1974 1975 1976 1977 1978 1980 


Type of President 

Founder 3.51 3.499 5.588 35.056 5.076 5.518 5.213 
Second generation 2.72 2.954 5.120 5.025 4912 5.031 4.968 
Insider 2.72 2.630 4,998 5.082 4987 5073 4.913 


Amakudari 2.61 2.720 4.691 4.866 4.897 4.784 4.898 


SOURCE: MITI, Atarashi Keieiryoku Shihyé (New Indicators of Management), 1981, 
p. 19, 


lowed by the second-generation president. The worst performance, except 
for one year, is by the amakudari presidents. The explanation, according 
to MITI, lies again in the new conditions created after the oil crisis in 
which an outsider is at a disadvantage because he lacks the necessary un- 
derstanding of his employees and the company lacks the necessary flexibil- 
ity to perform successfully in difficult times.!* 

For the years 1973-77, there exists a further subdivision of companies 
into two categories: large corporations (with capital of one bilion yen or 
more) and medium-sized corporations (with capital of between 300 million 
and one billion yen).!5 It turns out that the share of companies with 
amakudari heads is the largest in the medium-sized group, with 40% or 
more of company chief executives belonging to this category, compared to 
less than 35% for the large companies. Whereas the difference between 
the performance of founders and of amakudari is more pronounced in the 
large companies and shows a declining trend for medium-sized companies, 


given the values 0 and 5, respectively. For each company the performance index was defined 
as 
X— Kk + 2.5 
g 


where x is the growth (or profit) rate, X the average rate for all companies, and ¢ the standard 
error. The performance score for each company is the simple sum of the two measures. It 
should be noted that until 1974, the performance score was calculated as the root of the sum 
of squares of the two indices, so that figures up to 1974 and after 1975 are not strictly compa- 
rable. 

14. MITI, Atarashi Keieiryoku Shihyo, p. 19. 

15. For 1973, there is also another category of small companies, with capital of less than 
300 million yen. 
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in no case is the performance of amakudari superior to that of founders, 
and it is usually also below that of the two other types. 

These results are subject to various interpretations. They can be inter- 
preted as meaning that amakudari managers do not perform as well as 
other types of managers because they are not well acquainted with the 
staff, have difficulty in getting the cooperation of other employees, and lack 
the necessary flexibility to navigate the company in troubled waters. An- 
other possible interpretation is that when companies get into trouble, 
outside managers are sought to solve the problems. While the results of 
these studies are not conclusive, they do not point to a better performance 
by amakudari managers relative to others, and they do lead us to look for 
another link between the practice of amakudari and the performance of 
Japanese government officials. 


Amakudari Within the Japanese 
Employment System 
As is well known, one important characteristic of the Japanese employ- 
ment system is lifetime commitment (shushin koyo), which in its ideal form 
means that a worker joins a company after finishing his formal education 
in school or university and stays with the company until his retirement. In 
reality, this ideal type is not common. A study by Tachibanaki!® shows 
that only 10% of regular male workers and 2% of female workers in the 
age group 45-49 have not changed employment even once. The percent- 
age goes down with the size of the firm: whereas 34% of male workers of 
age 45-49 in large firms have not changed jobs, the share is 18% and 9% 
for workers of the same age in medium-sized and small firms, respectively. 
However, in my view these figures understate the importance of the life- 
time commitment system since they do not include workers who move 
from a company to its subsidiaries. The heart of the lifetime commitment 
system lies not so much in the technical fact of absence of mobility from 
one company to another, but the more substantial feeling of security that 
workers have in their jobs, whether they stay with the same company or 
move to a related one. There is a company commitment to continue to 
employ the worker or, if this becomes impossible or undesirable for one 
reason or another, to find him an alternative job. In large private compa- 
nies, this takes the form of reemployment of workers, after retirement, in 
medium-sized and small companies. The lifetime employment principle 


16. Tachibanaki Toshiaki, “Labor Mobility and Job Tenure,” a paper presented at the 
Rokko Symposium on the Economic Analysis of the Japanese Firm: Comparative Perspec- 
tives, July 1982. 
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for government officials operates in the system of amakudari——namely, the 
reemployment of officials in private companies or institutions related to 
government ministries. 

According to this interpretation, one main contribution of amakudari to 
the economy lies not so much in what managers do after leaving their job 
with the government as in its effect in increasing motivation during the 
period of employment with the government. An official will be signifi- 
cantly motivated in his job when he knows that, upon leaving his present 
employment, he will be looked after by the ministry and will find alterna- 
tive employment that will also improve his material well-being. The prac- 
tice of amakudari can thus be viewed as an extension of th2 system of 
lifetime commitment in its broader sense to the public sector. There are 
other benefits from amakudari to the performance of the economy, but at 
the same time some costs to the system also have to be mentioned. The 
system of amakudari makes for a larger turnover of government officials 
and the injection of young blood into the system. While one reason for the 
emergence of the system has been the early age of retirement in Japan, the 
practice itself also explains why early retirement can survive.!’ The prac- 
tice also makes for better communication between governmert and busi- 
ness through personal contacts and eases the flow of information between 
the two sectors. Moreover, it can be regarded as an efficient use of the 
skills and experience gained by officials in their long training in the govern- 
ment. !8 

There is, of course, the danger that such a system will lead to favoritism 
when the official, knowing he is about to retire, prepares his next job by 
giving special favors to the company to which he is about to descend. 
Such accusations are often heard but are hard to prove. According to 
Johnson, the likelihood of such actions is reduced because the ministry’s 
officials, not the retired bureaucrat himself, find the postretirement job; 
there is usually no direct connection between the former duties and new 
employment. 1? 

The other cost of the system lies in the establishment of agencies whose 
main purpose is to reemploy former officials, and there are indications that 


17. It is interesting that in the Ministry of Foreign Affairs, where amakudari is seldom 
found, the age of retirement is 62 or 63. 

18. See interview with Personnel Section Chief of the National Personnel Authority, 
“Komuin Rinri to ‘Amakudari’ Mondai o Meguru,” p. 4. 

19. I agree with Johnson that “the system does not produce flagrant corruption” (“The 
Reemployment of Government Bureaucrats in Japanese Big Business,” p. 961), as may be the 
case when the same system is practiced in other countries. For an example of a hand-in-glove 
relationship caused by amakudari, see Chalmers Johnson, MITI and the Japanese Miracle, p. 
69. 
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some of these institutions have been established primarily for this purpose. 
However, the relevant question is whether these institutions, once estab- 
lished, perform better or worse than the ministries that were responsible 
for these functions before. To sum up, it is my impression (which cannot 
be proven quantitatively) that the benefits of the system exceed its costs. 

While the importance of the practice of amakudari in the Japanese 
economy should not be exaggerated, the practice is well integrated into the 
framework of the Japanese employment system. It provides one link be- 
tween the government and businesses and helps smooth relations between 
them. While the system does involve costs, the benefits seem to outweigh 
them. In emphasizing the effects of the practice on the motivation of gov- 
ernment officials while they serve in government, it appears that 
amakudari is an extension of the mutual commitment of employer and 
worker within the tradition of lifetime employment. 





JAPAN'S FOREIGN ECONOMIC 
ASSISTANCE 


William L. Brooks and Robert M. Orr, Jr. 








Americans tend to define relations between the United 
States and Japan in terms of trade and defense, two areas that seem in- 
creasingly prone to friction and criticism. Almost unnoticed by the public 
eye, however, has been Japan’s emergence as a majer and constructive pro- 
vider of economic assistance to the developing world. Disbursing over $3 
billion in overseas development aid (ODA) annually, Japan kas become 
the second largest aid donor in the free world in absolute terms. More- 
over, Japan-U.S. cooperation in aid policy coordination to ensure smooth 
and effective flow of aid resources to economically troubled Third World 
countries is probably stronger than that between any other Western 
donors. 

Japan is the second largest economic power in the free world, holding a 
10% share of the world’s gross national product and having a per capita 
income of roughly $10,000, close to that of the United States. As Japan’s 
wealth has grown, so has its dependency on the developing world for 
sources of energy and other natural resources and as a market for Japanese 
goods. About half of Japan’s annual $300 billion in trade is conducted 
with developing countries. Japan’s increasing interdependence with the 
Third World naturally has become a major factor in establishing its for- 
eign policy objectives. At the same time, however, Japan’s membership in 
the Western alliance has made it increasingly concerned with the peace 
and stability of countries or regions judged to have important geopolitical 
significance to the West. 
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Over the years, Japan has assumed an increasingly active role in interna- 
tional organizations or forums dealing with the problems of the developing 
world. Viewing itself as a kind of bridge between rich and poor countries, 
Japan has participated constructively in the events associated with the 
North-South dialogue, including the Cancun Summit in October 1981, and 
it supports the launching of global negotiations under United Nations aus- 
pices to address some of the major problems confronting the South. It has 
not supported a major restructuring of the world economic order de- 
manded by the Group of 77 but has sided with industrial democracies 
seeking a practical response to development needs. 

Tokyo began to assume more international responsibilities toward the 
South partly as a natural outgrowth of its maturation as a global economic 
and political power, but it was the series of international crises of the 
1970s, starting with the Arab oil embargo, that served to reinforce the 
critical need for Japan to maintain smooth and friendly relations with re- 
source-rich developing countries. Moreover, Tokyo was convinced that it 
had to devise a stratagem to counter growing instability in key developing 
countries brought on by internal or external forces. Lacking a military or 
security assistance option because of its peace constitution, Tokyo realized 
that its means of influencing the course of world politics was limited al- 
most entirely to economic and diplomatic tools. The aid policies and pro- 
grams that evolved are the subject of the rest of this article. 


The Evolution of Japan’s Aid Programs 

Until recently, Japan’s foreign aid programs seemed largely commercially 
motivated and bereft of any underlying philosophy or concrete policy 
objectives. Nonetheless, four distinct yet overlapping phases are discerni- 
ble in the evolution leading to current programs: (1) war reparations, from 
roughly the mid-1950s until 1965;'! (2) excessively tied aid used primarily 
as a means to promote exports, particularly in Southeast Asia, from the 
mid-1950s to the early 1970s; (3) concentration of aid in the 1970s on re- 
source-rich countries and countries along shipping routes in order to 
achieve economic interdependence; (4) emphasis in aid policy, since the 
late 1970s, on basic human needs, poorer countries, and a sensitivity to the 
humanitarian needs of countries of strategic importance. 

Reparations negotiations between Japan and those Southeast Asian 
countries occupied by the Imperial Army during World War II began with 


1. N. S. Ginsburg and James Osborn, “Japan and Southeast Asia: The Geography of In- 
terdependence,” in Morton A. Kaplan and Mushakoji Kinhide (eds.), Japan, America and 
the Future World Order (Chicago: The Free Press, 1976), p. 245, Table 1. 
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the Philippines and Indonesia in 1951. The sometimes acrimonious nego- 
tiations culminated in reparations agreements in 1956 and 1958 providing 
$500 million to the Philippines and $400 million to Indonesia over a 20- 
year period. Agreements were also signed with Burma and Thailand. 
Special foreign aid packages were likewise arranged for Singapore, Viet- 
nam, and Malaysia. The sum of reparations expenditures over 20 years 
was relatively small, about $1 billion, but the benefits to Japan were signifi- 
cant. Since reparations aid usually was tied to procurement from Japan, it 
in effect led to the introduction of Japanese financial institutions and cre- 
ated a market for Japanese goods and spare parts in those countries. Con- 
versely, the funds helped Southeast Asian countries to increase their 
absorptive capacity for imports as well as to accelerate economic 
development. 

The loss of Northeast Asia after the war as a scurce of raw materials 
played a major role in Japan’s desire to normalize relations with Southeast 
Asia. Japanese business interests supported reparations as essential to 
reestablish trade relations in the region.? The success of the reparations 
agreements established a geographical bias of official aid toward Southeast 
Asia that still holds true.* 

“Economic cooperation” has been the ill-defined term long used to de- 
scribe Japan’s aid programs. Initially used as an umbrella term for all 
activities in Southeast Asia, the words later came to be associated strongly 
with the policy concerns of the Ministry of International Trade end Indus- 
try (MITI) and with the export-promoting aid programs of the 1960s. 
Early aid programs had terms for loans at close to commercial levels, 
lacked a sufficient government-to-government component, and were heav- 
ily tied to the purchase of Japanese goods. Technical assistance was as- 
signed a low priority.° 

Until the early 1960s the Japan Export-Import Bank functioned as the 
principal aid lending agency. In 1961, the Overseas Economic Coopera- 
tion Fund (OECF) was established as a quasi-official lending institution 
under the Economic Planning Agency and gradually assumed control of 
all official aid programs.® In 1962, a technical assistance organ, the Over- 
seas Technical Cooperation Agency (OTCA) was established under the 
Foreign Ministry to consolidate a number of entities and train foreign offi- 


2. Ibid., p. 244. 

3. J. Alexander Caldwell, “The Evolution of Japanese Economic Cooperetion: 1950- 
1970,” in Harold B. Malmgren (ed.), Pacific Basin Development: The American Interests 
(Lexington, Mass: Lexington Books, 1972), p. 34. 

4. Alan Rix, Japan’s Economic Aid (New York: St. Martin’s Press, 1980) p. 25. 

5. Ginsburg and Osborn, “Japan and Southeast Asia,” pp. 245-247. 

6. Caldwell, “Evolution of Japanese Economic Cooperation,” p. 39. 
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cials. In 1965 OTCA assumed responsibilities for administering the newly 
established Japanese Overseas Cooperation Volunteers (Japanese Peace 
Corps).” 

Japan became a member of the Development Assistance Group (later 
known as Committee and abbreviated DAC) in 1960 and joined its parent 
organization, the Organization of Economic Cooperation and Develop- 
ment (OECD), four years later as the first non-Western member. It soon 
found that membership in this exclusive club of industrialized democracies 
brought increased global responsibilities, which Japan at that time was ill- 
prepared to accept. At the United Nations Conference on Trade and De- 
velopment (UNCTAD J) in 1965, Japan was strongly criticized by both 
industrialized and developing countries for its commercially oriented aid 
programs. In reaction, Japan promised to increase its imports of primary 
goods from less developed countries (LDCs) and its aid flows to the 1% 
level of GNP (a promise never fulfilled).* 

By 1966, Japan’s fledgling aid program was beginning to gain interna- 
tional credibility. Tokyo hosted the first ministerial conference on South- 
east Asian economic development that year and established itself as one of 
the region’s most important aid donors. Japan helped create the Asian 
Development Bank (ABD), launching it with a contribution of $200 mil- 
lion, on par with that of the United States.’ Still, Japan in the 1960s 
lacked a clear definition of its aid objectives, and regional aid efforts, while 
noteworthy, were geared toward export promotion. By the end of the dec- 
ade, annual aid flows had only reached the $450 million levelt? and techni- 
cal assistance was still insignificant.!! 

Faced with growing international pressure to improve its aid perform- 
ance, Tokyo in 1970 agreed to a .7% of GNP goal for its ODA, and at 
UNCTAD III in 1972 emerged as a leading proponent of aid untying, 
pledging to untie its multilateral contributions. In 1975 it began to untie 
its bilateral aid loans. 

A major weakness in aid policy formulation in Japan from the beginning 
has been the division of responsibility among many ministries and agen- 
cies. An intense debate occurred in the early 1970s over the possibility of 
establishing a single organization along the lines of the U.S. Agency for 


7. Ibid., p. 36. 

8, Frank C. Langdon, Japan’s Foreign Policy (Vancouver: University of British Columbia 
Press), p. 92. See Rix, Japan’s Economic Aid, p. 36; also see Edgar C. Harrell’s Ph.D. disser- 
tation, ‘“Japan’s Postwar Aid Policies,” Columbia University, 1973, p. 107. 

9. Caldwell, “Evolution of Japanese Economic Cooperation,” p. 43. 

10. Rix, Japan’s Economic Aid, p. 33, table. 

11. Caldwell, “Evolution of Japanese Economic Cooperation.” p. 45. 
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International Development (USAID). As a result, OTCA was abolished 
and a streamlined organization to handle technical assistance, the Japan 
International Cooperation Agency (JICA), was established. The other 
functions of Japan’s aid programs were not consolidated under one organ 
and remain to date scattered under various authorities, resulting in peri- 
odic jurisdictional disputes or impasses on aid decisions. !? 

The cumulative impact of a series of international crises in the 1970s 
that began with the Arab oil embargo in 1973 had profound effects on 
Japanese foreign policy, including aid. Japan’s economy was shaken to the 
core by the first oil embargo. For the rest of the decade, Tokyo embarked 
on a frantic search for new sources of energy and other resources and 
firmed up its relations with traditional suppliers. Known as resource di- 
plomacy, the effort was generally successful in building economic interde- 
pendence with Japan’s overseas suppliers. Aid was used in the 
implementation of this policy and was often provided to resource-rich 
countries outside of Asia for large-scale resource development or industrial 
projects. 

Further changes were set off in the late 1970s by such events as the 
Iranian revolution, the Afghan and Kampuchean invasions, and the slow- 
ing down of the world economy. Japan began to link its aid programs to 
broadly defined security objectives. Under the rubric of comprehensive 
security, Tokyo aimed to integrate diplomatic, aid, and defense efforts into 
a foreign policy framework designed to meet its own as well as Western 
security interests. Lacking a military security option, Japan’s policy mak- 
ers decided to use economic assistance as a major foreign policy tool. They 
reasoned that by wise application of sufficient economic aid to crucial 
countries or regions, enough political, social, and economic resiliency 
could be promoted so that conditions leading to internal disorder, dis- 
putes, or external intervention might never develop.!? 

At the same time, Tokyo began a program to improve the quality and 
the quantity of its aid flows to the developing world. Between 1978 and 
1980, Japan more than doubled its annual ODA disbursements, fulfilling a 
1977 pledge by Prime Minister Fukuda. A second aid doubling plan cov- 
ering the first half of the 1980s was announced in 1981. That year, Japan 
was already disbursing over $3 billion annually in ODA and had become 
the fourth largest donor in dollar terms after the United States, France, 


12. Rix, Japan’s Economic Aid, chapter entitled “Scrap and Build: The Origins of JICA.” 
Chalmers Johnson also discusses this in MITI and the Japanese Miracle (Stanford, Califor- 
nia: Stanford University Press, 1982), p. 74. 

13. Ministry of Foreign Affairs, Keizai Kyoryoku no Rinen, November 1986. Also Mat- 
suura Koichiro, “Nihon Keizai no Shikata,” Keizai to Gaiko, April 1981. 
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TABLE 1 Japan’s Overseas Development Assistance, 1978-1983 


1978 1979 1980 198] 1982 1983 
$ billion 2.22 2.64 3.30 3.17 3.02 3.76 


As % of GNP 0.23 0.26 0.32 0.28 0.28 0.33 
Average % of 
Total DAC 0.35 0.34 0.37 0.35 0.38 0.36 


SOURCE: Ministry of Foreign Affairs, Government of Japan. 


and West Germany. Its aid programs had become among the most untied 
in principle of all DAC members. Capital intensive aid projects involving 
heavily tied loans had given way to an aid program increasingly oriented 
toward addressing the economic problems of the poor majority in develop- 
ing countries. The terms of Japan’s official assistance improved slightly in 
recent years, but still lag behind DAC standards. 


Aid Philosophy 


Japan in the 1980s began to emphasize a basic human needs approach in 
its aid programs. Prime Minister Suzuki formally introduced the new pol- 
icy emphasis in a January 1981 Bangkok speech, but related programs ex- 
isted earlier. Four sectors were selected for special attention: (1) rural and 
agricultural development; (2) development of new and renewable energy; 
(3) human resource development (technical assistance); and (4) promotion 
of small and medium-sized businesses in developing countries. The first 
category is broadly defined to include major infrastructure projects (e.g., 
irrigation, drainage, rural roads, electrification, and communication), 
assistance to improve the quality of rural life (e.g., health care and educa- 
tion), and grants to increase food production. The priority attached to 
these four areas, however, does not preclude the possibility of aid to other 
sectors. 

The introduction of the basic human needs approach to Japan’s aid pro- 
grams has ushered out the era of ODA-funded large-scale industrial 
projects. Such projects were judged to benefit only a few in the host coun- 
try and to accentuate the gap between the rich and the poor. Large-scale 
projects are no longer eligible for consideration for ODA funding but are 
to be financed by commercial or nonconcessional lending sources. 

In reality, the success rate of ODA-funded large-scale projects in the 
past has been low. In 1977, for example, then Prime Minister Fukuda 
pledged one billion dollars in ODA loans to finance an industrial project in 
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each of the five countries of the Association of Southeast Asian Nations 
(ASEAN). For one reason or another, only two of the five projects—urea 
plants in Malaysia and Indonesia—appear to be scheduled for completion 
sometime in the mid-1980s. The Indonesian plant has already suffered $90 
million in cost overruns. Some other projects elsewhere, such as a pe- 
trochemical plant project in Saudi Arabia, will only add to the glut of such 
products on the world market when the plants are complete. 


Allocation of Aid Resources 
For historical, geographical, economic, and political reasons, Japan natu- 
rally has favored Asian countries in its allocation of aid. At one time al- 
most all of Japan’s bilateral ODA went to Asia, but the ratio now 
fluctuates at around 70%. The other 30% is allocated about evenly to 
Africa, Latin America, and the Middle East, although annual disburse- 
ments may fluctuate over or under the 10% level. 

Asia is likely to remain the pfiority region for Japan’s aid programs. 
Currently, about two-thirds of the bilateral ODA received by Asian coun- 
tries comes from Japan. A large number of Asian countries have low per 
capita incomes and suitable development projects are readily identifiable. 
In contrast, other regions such as the Middle East and Latin America have 
larger numbers of countries with per capita incomes that are higher than 
the level associated with eligibility for ODA. In some cases, where Japan 
would like to increase its aid presence, as in Africa where incomes are 
decidedly low, a lack of familiarity with the countries or sufficient numbers 
of personnel with country expertise has hindered aid expansion. (See Table 
2.) 

Japan allocates 95% of its yen loans to countries with per capita in- 
comes of $1,000 or less (using 1979 figures). Grants are awarded mainly to 
countries with a per capita income of $600 or less, but many countries 
qualify for both grants and loans. Between 65% and 70% of Japan’s grant 
aid is distributed in Asia to such countries as Bangladesh, India, Pakistan, 
Burma, and the ASEAN states. 

With a per capita income of about $100, Bangladesh is one of Asia’s 
neediest countries and one in which Japan, with little political or economic 
interest there, has developed a major grant aid program based on humani- 
tarian considerations. Net ODA disbursements to Bangladesh reached 
$104.20 million in 1983, placing the country among Japan’s top ten recipi- 
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TABLE 2 Geographical Distribution of Japan’s Bilateral Overseas Development 
Aid (net disbursement in millions of U.S. dollars) 





Middle Latin 
Total Asia East* Africa America Europe Oceania Unclassifiable 


1979 1,921.22 1,331.15 203.45 186.72 165.97 2.22 13.60 22.55 
(100.0) (69.3) (06) 9.7) 8&6 OD ©7 (12) 


1980 1,960.80 1,382.51 203.61 222.91 11847 146 11.58 23.18 
(100.0) (70.5) (10.4) (11.4) (6.0) 0D (06) (1.2) 


1981 2,260.41 1,604.51 190.07 210.53 176.52 2.28 19.42 61.64 
(100.0) (71.0) (84) (9.3) (7.8) OD (9) (27 


1982 2,367.33 1,624.30 193.64 268.23 184.45 -3. 22.63 76.99 
(100.0) (68.6) (8.2) (11.3) (7.8) GD AQ G3) 


1983 2,425.27 1,613.80 200.53 261.41 240.66 -2.43 17.95 93.35 
(100.0) (66.5) (8.3) (10.8) (9.9) (-—1) (0.7) (3.8) 
SOURCE: Japanese Ministry of Foreign Affairs. 


NOTE: Figures in parentheses indicate component percentages. 
*Includes Egypt 


ents of bilateral ODA.!* (See Table 3.) Burma, which is of economic in- 
terest because of its energy resources, receives both grants and loans and 
netted $113.39 million in ODA from Japan in 1983, placing it sixth among 
major recipients. !> 

No other region in Asia is perceived by Japan as more vital to its polit- 
ical and economic interests than that formed by ASEAN. Japan assigns 
high priority to maintaining friendly relations with the ASEAN countries 
and assisting their self-help efforts in social and economic development. A 
stable political order in the region is judged to be essential to Japan’s pol- 
icy interests. 

Japan annually assigns between 30% and 35% of its bilateral ODA to 
ASEAN states—or about a billion dollars a year. The ASEAN countries 
in turn obtain more than half of their bilateral aid from Japan. Between 
1970 and 1978 Japan provided $2.7 billion in ODA to the region compared 
to $1.96 billion extended by the U.S. and $1.69 billion by the European 


14. Ministry of Foreign Affairs, Government of Japan. Also see Organization for Eco- 
nomic Cooperation and Development, Development Assistance Committee, Memorandum 
on Japan, 1982/83. 

15. Ministry of Foreign Affairs. 
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Community (EC) countries.!© Prime Minister Suzuki in 1981 pledged 
$100 million each to the five ASEAN countries to establish technical train- 
ing centers tailored to the basic needs of the countries. Money was also set 
aside for a main training center for the region in Okinawa. These centers 
are now under construction. Because Malaysia is important to Japan’s 
security interests, Japan treats it as a priority aid recipient even though its 
per capita income ($1,320 in 1979) is fairly high. Malaysia is a source of 
essential natural resources, is strategically located on the Straits of 
Malacca—a vital sea route for oil from the Middle East—and plays a key 
role, along with Thailand, in the stabilization of the political situation on 
the Indochina Peninsula. ODA disbursements to Malaysia increased in 
1983 to $92.30 million, and the country ranks eighth among Japan’s top 
recipients of ODA.!” 

Thailand has long been a major recipient of Japan’s ODA, obtaining 
two-thirds of its bilateral aid from Tokyo. Japan provides aid based on 
strategic considerations—to bolster the country’s economic and social sta- 
bility in the wake of the Vietnamese invasion of Kampuchea—and human- 
itarian concerns, such as the massive influx of Indochinese refugees. Aid 
to refugees has also been channeled through international organizations to 
the tune of $149 million between 1979 and 1982. Japan’s bilateral ODA 
disbursements to Thailand in 1983 totaled $248.12 million in loans and 
grants making it the second largest recipient of Japanese aid.!® 

The Philippines has recently taken on increasing importance as an aid 
recipient because of Tokyo’s desire to help it survive its present economic 
crisis. Loans pledged in 1983 totaled $271 million, and in early 1984 To- 
kyo reportedly promised Manila $150 million in quick-disbursing com- 
modity loans linked to an International Monetary Fund (IMF) 
stabilization program. 

Japan and China have achieved a remarkable level of economic interde- 
pendence since the normalization of relations in 1972. Diplomatic ties are 
perhaps the closest and friendliest of any two Asian countries. Trade 
levels now range between $9 and $10 billion annually. Japan is committed 
through private and official means to assisting China in its modernization 
efforts. Japan provides China with much needed capital and technology, 
while China supplies Japan with oil, coal, and other resources. Since 1979 
Tokyo has designated China as a priority aid recipient and has allocated 


16. Japan Economic Institute, Japan’s Relations with Southeast Asia, Washington, D.C., 
August 7, 1981, p. 3. 

17. Ministry of Foreign Affairs. 

18. See the World Bank's annual World Development Report for a list of economic indica- 
tors for development. 
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about $3.5 billion in yen credits mainly for railroad and port construction 
projects. Loans were also made for a petrochemical project at Daqing and 
an iron mill at Baoshan. In addition, Tokyo has funded by grant aid a 
thousand-bed hospital in Beijing as a symbol of Sino-Japanese friendship 
and is involved in a major agricultural technical assistance project in - 
northeast China. In 1982 China rose to become the top recipient of Ja- 
pan’s bilateral ODA. 

South Korea has long been an important recipient of Japan’s economic 
assistance. Although relations have thawed and chilled several times since 
their normalization in 1965, they now seem on even keel thanks to the 
personal diplomacy of Prime Minister Nakasone. Just before he took of- 
fice in November 1982, a rift had developed between Tokyo and Seoul over 
a request for $6 billion in Japanese economic aid over a five-year period. 
Seoul’s linkage of aid to security needs and the enormity of the request was 
deemed unacceptable in Tokyo, and negotiations dragged on for over a 
year. When Nakasone became prime minister, he soon established a per- 
sonal relationship with President Chun and a compromise settlement of 
the aid question was reached. Japan agreed to provide $1.85 billion in yen 
credits over a seven-year period as well as $2.15 billion in nonconcessional 
credits. 1? 

Despite the importance of the Middle East to Japan, which draws over 
60% of its oil from that region, the aid flow has dwindled in recent years. 
Part of the reason has been the political turmoil in the region and the 
halting of large-scale projects, such as the Iran-Japan Bandarkhomeini pe- 
trochemical project that was partly subsidized by OECF loans. Another 
reason has been the difficulty in justifying the ODA to high-income oil- 
producing countries. The Middle East’s (excluding Egypt) share of Ja- 
pan’s bilateral ODA decreased from 10.4% in 1980 to 8.3% in 1983.29 
Nonetheless, Japan has designated certain countries in the region as high- 
priority recipients based on the desire to promote peace and stability there. 
Egypt, as a result, has become Japan’s largest ODA recipient in the Mid- 
dle East and until 1983 was among its top ten recipients in the world. 
ODA disbursements in 1983 dropped somewhat to $50.36 million due to 
the absorbtive capacity of the Egyptian economy. 

Turkey also receives large amounts of Japanese economic assistance for 
geopolitical reasons. Between 1979 and 1982 Japan extended about $400 
million in soft loans to Turkey as part of an annual OECD consortium 


19. Washington Post, January 6 and 12, 1983. 
20. Ministry of Foreign Affairs. DAC statistics treat Egypt as an African country; Japan 
does not. The share mentioned in the text excludes Egypt. 
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effort to help that country attain stable economic growth.”! An additional 
$25.48 million was disbursed in 1983. Japan recently has also begun new 
aid relationships with countries bordering the Persian Gulf, such as Oman, 
which receives assistance to improve its marine patrol capacity and for 
irrigation projects, and North Yemen. 

Japan’s foreign aid to Latin America has been concentrated traditionally 
in a few resource-rich countries such as Brazil, Mexico, and Panama with 
which it has close economic ties. As a result, Latin America’s share of 
Japan’s bilateral ODA dropped to 5.9% in 1980 and only climbed to 7.8% 
in 1981 and 1982. Net outlays in 1982 reached $184 million.” But in 
1983 Japan significantly boosted its aid presence in the region by broaden- 
ing the scope of its programs and the number of recipients. Significant 
amounts of aid are being provided to such poor countries as Bolivia and 
Paraguay based on humanitarian considerations and because of the pres- 
ence of Japanese immigrants. Aid is also being increased to poor countries 
in the Caribbean and Central America such as Honduras and Haiti, which 
receive over $4 million each year in grants. 

Even though relations with Jamaica were remote, Japan in 1981 re- 
sponded to an international effort to revive that country’s economy by 
pledging $10 million in fast-disbursing soft loans. The rationale used to 
justify the commitment was that Japan as a member of the West had an 
obligation to aid economically ailing fledgling democracies. Since then, 
Japan has extended a $25 million loan in June 1983 for a coffee plantation 
development project, and in the same year loaned $46.6 million for a 
barge-mounted diesel power plant. 

Japan’s aid programs in Africa are based mainly on humanitarian con- 
siderations. A select number of countries, however, such as the Ivory 
Coast, Kenya, Nigeria, Zimbabwe, and Zaire, receive ODA because of 
their economic or political interest to Japan. Since 1972, Japan has in- 
creased its ODA to Africa almost seventyfold; Africa now accounts for 
over 20% of Japan’s total grant aid. Much of that is refugee assistance 
and food aid to drought victims. Aid is also channeled to drought victims 
through multilateral contributions. Japan’s aid disbursements to sub- 
Saharan Africa in 1982 reached $268 million, an 11% share of total bilat- 
eral assistance. 

In February 1982 Japan pledged $26 million in ODA loans to Sudan as 
part of an international effort to help that country recover economic stabil- 


21. DAC treats Turkey as a European country, but here we discuss it as a Middle Eastern 
country. 
22. Ministry of Foreign Affairs. 
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ity.*? Tanzania is another priority recipient in Africa, with abcut $40 mil- 
lion in ODA allocated annually, because of that country’s status as a 
leader in the North-South dialogue. Japan is also a leading supporter of 
the African Development Bank. Among non-African members, Japan is 
second only to the U.S. in capital stock subscriptions. 

Japan views the economic health of Southwest Asia as indispensable to 
peace in the whole of Asia and allocates 20% of its bilateral CDA to the 
region. Priority is given to Pakistan, Bangladesh, Burma, and -ndia. Fol- 
lowing the Soviet invasion of Afghanistan, Japan doubled its aid commit- 
ments to Pakistan and since 1979 has provided over $30 million in relief 
aid to Afghan refugees through the United Nations. By 1981, 28% of 
Pakistan’s ODA was coming from Japan, surpassing that of the United 
States. Japan and Pakistan have held annual aid consultations since 1980. 
Pakistan in 1983 was Japan’s tenth largest aid recipient with net disburse- 
ments of $72.77 million. India, too, has been given a higher priority than 
before as a recipient of Tokyo’s ODA with over $140 million in new an- 
nual commitments. 

Although its policy preference is clearly bilateral aid, Japan seeks to 
maintain about a 3 to 7 ratio in its ODA budget of multilateral to bilateral 
aid. Because of the cyclical nature of the various multilateral development 
funds and other external factors, annual contributions may fluctuate 
widely, averaging between 26% and 40% of the ODA budget in recent 
years. 

Multilateral aid serves a variety of purposes for Japanese policy makers. 
It allows Japan to play a major international role equal to its economic 
power in global or regional financial institutions, and demonstrates Japan’s 
support for the North-South dialogue as well as for the humanitarian goals 
of international agencies. It also allows aid funds to be channeled into 
countries or regions where Japan’s interest or presence is slight or into 
projects or programs that could not be handled bilaterally because of scale, 
complexity, controversy, or other factors. In addition to the U.N. and its 
specialized agencies, Japan is a member of most international institutions 
dealing with development issues, such as the IMF, the International De- 
velopment Association (IDA), the Asian Development Bank (ADB), In- 
terAmerican Development Bank, African Development Bank, and the 
African Development Fund. It participates actively in consultative mech- 
anisms chaired by the IMF, the International Bank for Reconstruction 
and Development, the OECD, and other organizations, and is one of the 
top contributors to international relief and food aid organizations. 


23. Ibid. 
24. Ibid. 
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Aid Constituency 

In contrast to the United States, foreign aid in Japan has broad-based sup- 
port. Although most Japanese do not have extensive knowledge of their 
government’s aid programs, they are likely to support the idea of the need 
to provide foreign aid and to approve of annual increases in the aid budget. 
No one attacks the notion that the foreign aid budget is given priority 
treatment each year or that aid contributions will double in five years. In- 
creased foreign aid is judged to be in the country’s best interest. Most 
Japanese view foreign aid as the price Japan as a “peace country” must 
pay to the developing world. Unlike defense expenditures, foreign aid in- 
creases are noncontroversial. Aid is supported by academics and politi- 
cians as an obligatory contribution to the North-South dialogue, by 
business interests as a means of enhancing stability in countries of com- 
mercial interest as well as obtaining procurement contracts in connection 
with aid projects, and by farm and fishery interests concerned with im- 
proving food resources in poor countries to build up world stocks and con- 
tribute indirectly to Japan’s own food security. 

Opposition parties in the Diet also firmly support foreign aid and pass- 
ing the budget each year is relatively uneventful. A squabble may occur 
from time to time over the government’s choice of an aid recipient, partic- 
ularly in the case of a controversial country or if the decision appears to be 
linked to U.S. security assistance in the same area. The Diet has passed 
resolutions prohibiting aid for military or security assistance, and the bu- 
reaucracy strictly follows those guidelines, as seen in Tokyo’s initial rejec- 
tion of the 1981 South Korean request for security-related aid. In short, 
Japan has developed an aid program that strives to satisfy international 
standards, yet is carefully designed to appeal broadly to all domestic inter- 
ests whose support is necessary if aid flows are to continue to increase. 


Budget and Disbursement Problems 

Japan’s annual budget discussions among the ministries start in September 
for the fiscal year beginning April 1. Earlier a Cabinet decision, based on 
Finance Ministry recommendations, sets ceilings for proposals from the 
various ministries. All budget proposals must be submitted by August 31. 

Japan is currently in the midst of a stringent fiscal reconstruction pro- 
gram to reduce the government’s dependence on deficit financing, which 
has been running 21-26% of the national budget in recent years. Mainline 
budget items have been held generally to zero growth. For political rea- 
sons, however, defense and foreign aid have been exempted along with 
certain other items. Defense increases are allowed partly because of the 
current international situation, but also largely in response to U.S. expec- 
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tations that Japan share a greater burden in the mutual security alliance. 
Aid increases have been permitted to enable Japan to fulfill the interna- 
tional pledge to double aid contributions by 1985. 

Once all proposals are received, the Finance Ministry presides over in- 
terministerial negotiations over the next three months and ettempts to 
whittle down each request as much as possible. During the final stages, 
the Ministry reveals the amount of any residual funds and other ministries 
compete for a share. With most items frozen, however, the principal con- 
tenders are usually the defense and aid accounts.*> The Finance Ministry 
customarily completes its draft budget by late December and submits it to 
the Cabinet for approval, at which time political decisions at senior Cabi- 
net levels may increase the final account figures somewhat. After Cabinet 
approval, the draft is sent to the Diet early in the calendar year to be 
enacted during the spring session. Unlike the U.S. aid budget, items in the 
Japanese ODA budget are listed by implementing agency and type of aid 
with no mention of specific country programs. Allocation of the funds to 
countries and regions occurs within the ministries after the Diet passes the 
budget. Moreover, the Diet has no veto power in the budgetary process 
over which countries will receive aid, although it may vent its displeasure 
during the year over a controversial aid decision. 

Despite the ODA budget’s priority treatment, aid increases were not 
sufficient to keep pace with the goal of doubling Japan’s ODA. disburse- 
ments during 1981-85. Calculated in 1981 yen terms, the general account 
of the ODA budget would have had to increase at least 11.4% each year to 
achieve the goal, but the rate of increase has been steadily falling: 12.8% 
in fiscal 1981, 11.4% in 1982, 8.9% in 1983, and 9.7% in fiscal 1984. Ja- 
pan’s ongoing budget crisis is the principal reason fer the decline. In addi- 
tion, dollar disbursements of ODA fell 4.1% and 4.7% in calendar years 
1981 and 1982, respectively, but rose significantly in 1983 to a total of 
$3.76 billion. The yen’s drop in value since 1981 and the plummeting of 
multilateral contributions have accounted for much of the slowdown in 
yearly disbursements. The multilateral account in Japan’s ODA budget 
has dropped by as much as 30% primarily because of a lack of donor 
consensus on the replenishment of IDA VI and other funds, a develop- 
ment linked to the U.S. decision to delay or reduce its share of contribu- 
tions. As a result of such factors, Japanese cfficials acknowledged 
beforehand that meeting the commitment to double aid and disburse $21.4 
billion between 1981 and 1985 was in great jeopardy. Aid would have had 
to be increased by more than 20% in the fiscal 1985 ODA budget. The 


25. The energy account is allowed priority growth, too, but it draws from a special fund of 
import oil revenues. 
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1985 pledge to increase aid by 10% will not allow the target to be reached. 
Nonetheless, the Japanese government fulfilled 97.7% of its commitment 
and will surely have doubled aid by 1986. 

ODA performance is being hindered further by slow disbursement of 
budgeted funds, in particular OECF loans. Undistributed ODA funds in 
1982 totaled about $4 billion. QECF has been carrying over about a third 
of its budget each year in unused funds. Officials blame the problem on 
the inability of debt-ridden countries to absorb new loans; suspension of 
aid to risky countries; the tendency for projects under the basic human 
needs approach to be smaller in scale and cost; and the difficulty of finding 
worthwhile projects in unfamiliar countries. Moreover, current programs 
stress development projects that by their nature are slow to implement. 
ODA funds for fast-disbursing nonproject aid such as food aid and com- 
modity loans are limited. Commodity loans are issued only to a few low- 
income countries each year based on balance-of-payment and other eco- 
nomic conditions of the recipient. A sharp jump in the past two or three 
years in nonproject aid reflects not so much a change of policy as the dis- 
tressed economic conditions of many LDCs. In 1981, nonproject aid rose 
30% over the previous year to $1.145 billion. Its share of bilateral ODA 
rose from 28.9% in 1980 to 37.8% in 1981. Commodity loans jumped 
from $176 million in 1980 to $493.7 million in 1981.76 


Implementing Agencies 
Although OECF loans?” make up about half of ODA, the decision to 
make a direct governmental loan involves a consensus among four minis- 
tries: the Economic Planning Agency (EPA), Finance, Foreign Affairs, 
and International Trade and Industry.278 OECF sends observers to in- 
terministerial meetings to offer opinions on the loan in question. 

OECF draws its resources in the form of cash from the General Ac- 
count budget and borrowings from the government’s Fiscal Investment 
and Loan Program. About 1% is obtained from private borrowings guar- 
anteed by the government. OECF applies a universal untying system as a 
basic lending guideline, with roughly half of its loans issued as untied to 


26. Ministry of Foreign Affairs. 

27. The term yen loans (en shakkan) or yen credits is used to describe official loans on 
concessionary terms to developing countries. The loans, offered at low interest rates accepta- 
ble by DAC standards, have a long repayment period including a grace period, and are pro- 
vided exclusively by OECF. Terms have been easing in recent years and the rate of untied 
loans has reached 100%. In practice, about 50% of procurement contracts from untied loans 
go to Japanese firms. 
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LDCs and the other half as generally untied. QECF normally cuts off 
loans to LDCs when the country’s income surpasses a per capita GNP of 
$1,000 (1979 figures), but numerous exceptions are made for higher in- 
come countries such as Turkey, Malaysia, and South Korea, based on 
political decisions at senior levels. Since 1981, OECF has operated an of- 
fice to evaluate projects in response to Finance Ministry demands for more 
effective use of aid funds and similar concerns in the Diet. Evaluation 
surveys of numerous ongoing and completed projects have occurred and, 
based on the results, certain improvements have been suggested, such as 
assuming the burden of local costs and other operational expenses in aid 
projects for certain eligible countries.?9 

JICA is the sole executor of grant and technical assistance to developing 
countries. Like the OECF, JICA is technically a nongovernmental entity 
(tokushu hojin). However, it is under the direct supervision of the Foreign 
Affairs Ministry while the OECF is under EPA. JICA functions as the 
dispatcher and administrator for the Japanese Peace Corps and the re- 
cruiter and trainer of technical experts. Technical cooperation has been 
taking on increasing significance in current aid programs.*° Since 1980, it 
has accounted for an almost 17% share of bilateral ODA; and flows in- 

creased 41% between 1980 and 1982 to $393 million.! 


Policy Coordination 
With the maturation of its aid programs in the late 1970s, Tokyo began to 
seek regular aid policy consultations with other donors, starting with the 
United States. The first U.S.-Japan aid consultations were held in 
Shimoda in 1978 between USAID and the Japanese Foreign Ministry’s 
Economic Cooperation Bureau. High-level talks have been held more or 
less annually ever since, the last one in Washington in 1983. A significant 
accomplishment of the 1982 set of aid talks in Tokyo was the agreement to 
undertake jointly financed projects in Asia. Discussions of this concept 
had occurred in the past but had been inconclusive.22 Tokyo seemed to 
regard increased aid cooperation and joint projects as a possible means of 
deflecting some of the criticism in Washington centering on trade and de- 
fense. From a practical standpoint, it was also felt that jcint projects 
would give Japanese aid officers useful exposure to the American experi- 


29. Mainichi Daily News, October 30, 1982; Nihon Keizai Shimbun, October 3, 1982. 

30. Japan International Cooperation Agency, Annual Report, 1981, p. 10, and JICA report 
on Organization and Aid Functions, 1982, p. 4. 

31. Ministry of Foreign Affairs. 

32. Caldwell, “Evolution of Japanese Economic Cooperation,” p. 35; Tokyo Shimbun, 
February 4, 1982; AID news release, June 18, 1982; Senkei Shimbun, October 14, 1981. 
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ence and techniques. Washington, too, was eager to establish another 
consultative mechanism with a close ally that would further enhance the 
cooperative and positive aspects of the bilateral relationship. Also, the 
idea of joint projects was thought to be a useful way of stretching Western 
aid resources during a time of fiscal frugality. 

According to the initial understanding, the Japanese would contribute 
the infrastructure (buildings, roads, electricity, etc.) to the joint project, 
while the U.S. side would provide technical assistance. Technical compli- 
cations had to be ironed out first, such as the differences in respective 
budgetary cycles, coordination procedures, and differing aid philosophies. 
In May 1982 the two sides, with Thai government approval, agreed that 
the first joint project would be a farm productivity improvement project in 
northeast Thailand. 

U.S.-Japan aid cooperation has manifested itself in other ways as well, 
such as Japan’s increased aid presence in a number of geopolitically impor- 
tant countries in the Middle East, Latin America, and Africa. The consul- 
tations and coordination of aid policies have been emphasized during 
several ministerial level meetings in recent years. 

U.S.-Japan aid cooperation appears to have stimulated European donors 
to start bilateral aid dialogues with Japan. In 1981 Japan and the Eco- 
nomic Commission for Europe began regular informal consultations. Sim- 
ilar discussions have been held with the United Kingdom and the Federal 
Republic of Germany. 


Conclusions 

Japan has made substantial progress in its foreign aid program since its 
inception in the 1950s. The basic orientation of foreign aid has moved 
away from the stimulation of exports and into broad-based development 
programs designed to contribute to stable economic growth in developing 
countries. Like most donor countries, Japan is not totally altruistic in its 
motives: contributions to peace and stability in the developing world will 
ultimately benefit Japan’s own economic security and prosperity. More- 
over, there is still a commercial component in some current aid programs, 
but such examples are now the exception rather than the rule. 

The recent transformation of Japan’s aid policy can be seen also in the 
increased emphasis on the political application of aid, particularly to coun- 
tries judged to be of importance to the West which are located in areas of 
turmoil. Japan’s use of aid for comprehensive security reasons reflects in 
part its growing willingness to accept a wider political role in world affairs 
as well as an awareness of the potential of its economic strength and diplo- 
matic influence. 
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In recent years Japan has increased its foreign aid outlays faster than 
any other country. While this has increased aid flows to non-Asian coun- 
tries, Tokyo will continue to emphasize Asia in its programs simply be- 
cause of that region’s critical importance to Japan’s national interest. 
Japan will also continue to improve the quality of its aid, providing more 
aid to the poorest nations and increasing the amount of grant aid in the 
budget. The biggest problem, however, remains thet of reconciling a gov- 
ernment policy of doubling foreign aid disbursements with the contradic- 
tory government goal of shrinking the national budget by slashing 
spending each year. Other targets, such as progress in increasing the share 
of ODA to GNP, also remain in doubt. 

Another inhibiting factor in the effective extension of Tokyo’s aid has 
been internal organization—a decentralized, cumbersome system that in- 
vites discord. Policy and jurisdictional rivalry over foreign aid is particu- 
larly troublesome in Japan because of the number of agencies, ministries, 
and organizations directly involved in aid policy méking and implementa- 
tion. Two of the main actors, the Foreign and Finance ministries, on occa- 
sion have fought bitterly over certain aid decisions because of a difference 
in policy outlook. The two implementing agencies, JICA and OECF, re- 
ceive policy direction from two parts of the government with different 
mandates. 

Finally, U.S.-Japan cooperation in foreign aid promises a multitude of 
benefits for both countries beyond that of contributing to the development 
of a needy country. In addition to the stretching of financial resources 
during an era of tight budgets, joint cooperation in aid projects helps to 
improve the political atmosphere during a time of bilateral frictions over 
trade and defense issues. Joint projects in a sense can be viewed as sym- 
bolic of the broader cooperative aspects of the bilateral relationship which 
remain solid and unshakeable. 





THE NORTH KOREAN MILITARY 
BUILDUP AND ITS IMPACT ON 
NORTH KOREAN MILITARY 
STRATEGY IN THE 1980s 





Young Choi 





United States Secretary of Defense Caspar W. Wein- 
berger has noted that North Korea has almost doubled its military capabil- 
ities since the late 1960s, raising tensions on the Korean peninsula. 
Secretary Weinberger also points out that: 


North Korea has relentlessly modernized and expanded its military forces. The 
construction of hardened air, naval, and military facilities near the demilitarized 
zone, the North Korean tunnels under the DMZ, and heavy emphasis on un- 
conventional warfare forces give the North, which has the capability to attack 
with little or no warning, a military advantage.! 


A senior editor of Yomiuri Shimbun, Kenro Shimamoto, surmises that a 
North Korean invasion of South Korea (the Republic of Korea, ROK) 
could take place in one of the following three circumstances: (1) if U.S. 
military strength or the Seventh Fleet was swung to Europe or the Middle 
East and there occurred a vacuum in the Far East because of weakened 
capability of the U.S. forces in Korea to respond positively to aggression; 
(2) if a political crisis occurred in South Korea as a result of the surfacing 
of economic and social inconsistencies; or (3) if domestic turmoil occurred 
in North Korea and its leaders try to resolve it by invading South Korea. 

The possibility of (3) is only half that of (1) and (2). Should (1) and (2) 
occur simultaneously, the result would be total war. If either (1) or (2) 
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occurred independently or if (3) arose on top of (1) or (2), the result would 
probably be border skirmishes to sound out the situation. In the case of 
(3), fighting would be localized.2 Even without aid from China or the So- 
viet Union, North Korea has the military power and logistic capability to 
conduct a war on its own for a short period of time. 

North Korea’s military capability has gone through three stages. In the 
first, attempts were made to create “numerical superiority.” The second 
stage saw a transformation from numerical superiority to a “strategic ad- 
vantage.” The third stage concentrated on establishing a “war-fighting ca- 
pability” of its own. For North Korea such a capability means an 
avoidance of an internationalized war that might entangle the United 
States, the USSR, and the PRC. 

As of September 1982, the North Korean army numbered 700,000. The 
ROK army, on the other hand, amounted to only 520,000, leaving North 
Korean land forces with a large advantage.* Secretary of Defense Harold 
Brown in the Carter administration referred to the North Korean military - 
buildup as follows: The larger number of armored vehicles and artillery in 
the North Korean army gives them a great deal more offensive strength 
than the ROK army. On the other hand, North Xorean ground forces 
would have to attack well-prepared ROK defensive positions manned by 
well-disciplined troops; in addition, the North Koreéns would be attacking 
a country over twice its size, and one that can mobilize over three million 
soldiers.* 

Japan’s Yomiuri Shimbun reported that North Koreans conducted 
large-scale maneuvers at the end of 1981. Japanese government sources 
elaborated on these actions, noting that the maneuvers lasted for about 
two months (November-December 1981); mobilized personnel amounted 
to approximately one million, including both reserve and regular forces; 
and the target areas of these maneuvers extended throughout North Korea 
(including land, sea, and air).° 

This article will attempt to examine the implications of the North Ko- 
rean military capability to conduct a war on its own, and will discuss the 
following three questions: (1) What changes will take place in the levels of 
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North Korean military strategy and operational arts in the 1980s and, in 
relation to this, do reserve task forces for massive mobile operations actu- 
ally exist in North Korea? (2) What is the possibility of North Korea ap- 
plying the “revolving door principle” (the concept of the wheeling left 
wing) in the Korean peninsula? (3) What is the possibility of North Korea 
applying the “paralysis of command” concept that was employed by 
North Vietnam during the Third Vietnamese War? 


Current North Korean Military Strategy 

COMBINED REGULAR AND IRREGULAR WAR 

STRATEGY 
Based on the lessons of the Korean war, and on the results of the struggles 
of the armed agents dispatched into the south during the postwar years, 
Kim Il-sung worked out a “combined strategy” that consisted of a Soviet- 
style military strategy and a Mao Zedong-style guerrilla warfare strategy, 
and eventually developed it into a “Juche strategy” suited to the local con- 
ditions of Korea. The basic concept of this strategy, however, is still de- 
rived from the modern warfare strategy of the Soviet Union, which 
featured Marshal Tukhachevsky’s strategic concept of encircling and anni- 
hilating the main enemy forces. 

In an April 19, 1972, editorial entitled “On the Publishing of the First 
Volume of Selected Military Writings of Kim Il-sung, A Great Guide to 
the Superb Strategies and Tactics of the Anti-Japanese Revolutionary War 
and to the Building of the Revolutionary Forces,” Rodong Shinmun ex- 
plained the combined strategy of regular and irregular wars: 


Our great leader has invented an exceptionally excellent policy enabling North 
Korean forces to strategically and tactically smash the enemy by either integra- 
ting or combining the following: large unit and small unit operations; the exper- 
iences of guerrilla wars and modern military technology; guerrilla and modern 
war tactics; strong guerrilla activities and national popular resistance. 


The close integration of both large and small unit operations is fully compatible 
with the tactical principle of the guerrilla units, which hit and destroy the en- 
emy by employing concentration, dispersion, and swift mobility. This combina- 
tion is a wise strategic and tactical policy which enables guerrilla units to 
constantly hold the initiative in their hands until the enemy is crushed. 


This combination of guerrilla tactics and modern warfare tactics, and the inte- 
gration of guerrilla activities and people’s resistance is intended to mobilize the 
whole nation, organize all the people into combat forces, reinforcing the main 
standing regular forces, and have them strike and annihilate the enemy every- 
where. 


344 ASIAN SURVEY, VOL. XXV, NO. 3, MARCH 1985 


This is an excellent strategic and tactical policy which will make it possible to 
completely liberate the whole fatherland.® 


This combined strategy of regular and irregular warfare, in practice, 
would take the following forms: application in case of instant counterat- 
tack, and consecutive blows against an unexpected enemy attack; large- 
scale encirclement operations through cooperation between the forces on 
the main and second fronts formed in the rear arees of the ROK; active 
defensive operations and surprise attacks taking advantage of tunnels; 
mountainside operations and night operations; joint operations in the 
mountainous terrain among the different armed services and different 
branches of the service; concentrated employment of artillery fire and mo- 
bile artillery activities; and sniper campaigns, the so-called aircrait-hunting 
and tank-hunting campaigns, etc.’ 

The instant counterattack and consecutive blows, in fact, are copies of 
Mao Zedong’s counter-encirclement tactics.2 These tactics presuppose 
that the guerrilla forces are found to face the enemy’s encircle-and-annihi- 
late operations around their hideouts as their activities grow stronger. 
These tactics teach the guerrilla units to invite the enemy into favorable 
terrain before mounting fatal attacks on them. 


THE STRATEGY OF PREEMPTIVE MASSIVE 

SURPRISE ATTACKS 
Of the two basic elements of war, time and space, the preemptive massive 
surprise attack requires using the advantage of time to the fullest extent 
and brings about maximum effect with minimum effort by emphasizing 
rapidity, secrecy, and deception. This surprise attack, one of the most im- 
portant aspects of Kim Il-sung’s military strategy, is employed in a broad 
and diversified manner ranging from a large-scale strategic preemptive sur- 
prise attack by the regular forces to a tactical preemptive attack by irregu- 
lar guerrilla units.? Kim Il-sung has attached high importance to the 
element of speed by emphasizing mobility for the regular forces and lighter 
arms for the irregular forces. During the Korean War, North Korea’s 
employment of military forces was primarily guided by this principle. 


6. See Pukhan Kunsa Julryak Jaryojip, pp. 707-708, and Rodong Shinmun, April 19, 1972, 
pp. 2-3. 

7. See Choi Hyun’s article in Rodong Shinmun, April 23, 1972, pp. 2-3. 

8. Selected Military Writings of Mao Zedong (Peking: Foreign Languages Press, 1966), pp. 
98-99. 

9. Kim Tae-hwan, “A General Study on Kim II-sung’s Strategy,” Bukbang Yonku 
Nonchong (The Journal of Northeast Asian Studies), 1:1 (Winter 1975), p. 94. 
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Kim Il-sung emphasized that “what is important is that we must come 
to the aid of the South Korean people whenever they request it, whatever 
the outcome of the war may turn out to be. We should be ready to re- 
spond to their call for aid even if it comes tomorrow.”!° With this in 
mind, Kim Il-sung over the years has been stepping up war preparations 
based on the strategy of a preemptive massive surprise attack. In 1969 
Kim established the VIII Special Corps by integrating the 124th and 283rd 
Groups, and a light infantry brigade; he also upgraded light infantry regi- 
ments under the front-area Group Corps (this designation later changed to 
Corps) to brigades in order to strengthen their special warfare capability, 
putting special emphasis on “lighter arms and faster foot pace.” 

Using the combined employment of “violent and nonviolent struggles; 
political and economic struggles; legal, semi-legal, and illegal struggles; 
and large- and small-scale struggles,” Kim Il-sung sent large groups of 
commando-type guerrillas into the south, as in the raid on the Blue House 
on January 21, 1968, in an attempt to unleash guerrilla warfare and create 
a favorable environment for general attacks by regular forces. 

At the Fifth Party Congress in November 1970, Kim Il-sung boasted 
that North Korea had finally completed war preparations by successfully 
carrying out the four major military lines (adopted in December 1962): 
(1) the arming of the whole people; (2) the fortification of the entire coun- 
try; (3) the training of all soldiers as a cadre force; (4) the modernization of 
arms. From this, we can surmise that since 1970 North Korea has been in 
a position to launch a preemptive massive surprise attack, striking hard at 
the capital zone of Seoul, the political and economic center of the Republic 
of Korea, in an attempt to decide the war in the area immediately north of 
the Han River in less than three days.!! During this strike, North Korea’s 
modern aircraft would encounter strong interceptions by the aircraft and 
missiles of the ROK, but since North Korea’s are currently superior in 
number, many of them might penetrate and reach Seoul, just a short dis- 
tance from the DMZ. Some might attack the political, economic, com- 
mand, and communications centers in Seoul, while others might strike the 
military and industrial installations in the rear areas. 

In these raids the North Koreans would attempt direct attacks at the 
heart and nerve centers of the ROK to achieve their strategic objective of 
destroying the fighting will of the South Korean people at the initial stage, 
plunging the whole nation into psychological chaos and critically depress- 


10. Kim Il-sung, “Concluding Speech at the 4th Expanded Plenum of the 4th Choson 
People’s Army Party Congress (January 6-14, 1969),” Pukhan Kunsa Juiryak Jaryojip 
(Seoul: The Institute for East Asian Studies, 1974), p. 341. 

11. Kim Tae-hwan, “A General Study,” pp. 92-93. 
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ing the morale of the ROK soldiers so much that they would no longer 
have the will to fight and win the war. A few hours of initial air raids 
would likely be followed by airborne penetration by special force units 
such as the VIII Special Corps, with the intention of destroying industrial 
and military installations. It is also possible that North Korean mecha- 
nized divisions, led by armored units, would begin maneuvers at the same 
time along the corridors leading from the western and central sectors of 
the front line to Seoul, with irregular forces deployed in the rear of South 
Korean border forces. 

The armored units would be concentrated in areas strategically vulnera- 
ble, attempt to block the retreat route of ROK forces by a swift break- 
through of the front line, and dash into the rear area of the ROK forces, 
aiming for a decisive victory north of the Han River.'* The above ana- 
lyzed strategy is the so-called “three-day war strategy,” and is based on the 
capture of Seoul, only 40 kilometers from the Armistice Line, by North 
Korea in three days by mobilizing all tanks and mechanized divisions 
before U.S. reinforcements arrive. Thus it would not be necessary to oc- 
cupy the entire South militarily because South Korea would virtually col- 
lapse as a consequence of international political negotiations. This 
strategy is said to have been set down by Kim Il-sung in September 1972. 

As we have discussed, North Korea’s preemptive massive surprise at- 
tack strategy is expected to affect broadly the various principles cf military 
force employment ranging from the tactical to the strategic levels. Kim Il- 
sung had noted at the Byulo-ri meeting in 1950 that “overlooking the im- 
portant truth that the annihilation of the enemy’s animate capacity [man- 
power] is a vital condition to insure military victory, we simply dispersed 
the enemy. Asa result, we gave the enemy enough time to reorgenize their 
units and initiate a counterattack.” 1? Kim Il-sung’s remarks seem to have 
taken a leaf from Mao Zedong’s article in 1936.14 


THE STRATEGY OF QUICK WAR AND QUICK 
DECISION 
Traditional war theories have emphasized quick war and quick decision in 
war. Mao Zedong pointed out that “quick decisions are sought in cam- 


12. Lee Byung-joo, An Analysis of North Korean Military Strength and Our Counter-meas- 
ures, Particularly on Military Strategy and War Potentials (Seoul: Policy Planning Office of 
the National Unification Board, December 1976), p. 25. 

13. Kim Il-sung, “The Current Situation and the Task of Our Party,” a report delivered at 
the 3rd Plenum of the 2nd Rodongdang Congress held at Byulo-ri, Mampo, Jakang Province, 
December 21-23, 1950, Pukham Kunsa Julryak Jaryojip, p. 165. 

14. Selected Military Writings of Mao Zedong, pp. 146-147. 
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paigns and battles, and this is true at all times and in all countries.”!° The 
quick war and quick decision strategy that tries to achieve victory by con- 
centrating superior forces to divide and annihilate the main enemy force 
can be assured of success only when there is mobility. 

Kim Il-sung conducted the Korean War by borrowing the Soviet 
Union’s modern warfare strategy, which featured M. N. Tukhachevsky’s 
strategic concept of encircling and annihilating the main enemy forces, 
employing armored units speeding through the steppes as a main force. 
Kim Il-sung has not changed this basic strategy since the end of the Ko- 
rean War and has continued to pursue the goal of “totally modernized 
forces,” improving the mobility of the regular forces a great deal with em- 
phasis on increased numbers of aircraft, missiles, and tanks.'® 

A number of improvements in North Korea’s air force capability are 
especially noteworthy. As of September 1983, North Korea had 20 SU-7s 
and as many as 160 MiG-21s. Training in night bombings and in “bomb- 
ings with blindfolded eyes” has been intensified, thus substantially improv- 
ing guerrilla warfare and air control capability. In the area of missiles, 
North Korea possessed four battalions of Frog missiles as of September 
1983, and 250 SA-2s have been deployed. 

As for tank capabilities, the number of medium tanks, including T-59, 
T-34, T-55, and T-62, had reached 2,675 as of September 1983. In addi- 
tion, there are 100 PT-76 and 50 T-62 light tanks. North Korea has 
deployed its tank units in the western and central sectors especially, where 
the terrain is more suited to armored unit operations, and has continued to 
concentrate efforts on improving mobility. Of its total of 40 divisions, 
there are three motorized divisions and two tank divisions. !7 

Considering that North Korea’s population (an important war poten- 
tial) is far smaller than the ROK’s, that its economy also lags behind, and 
that the gaps continue to grow, it seems very likely that Kim Il-sung has 
been compelled to adopt the preemptive massive surprise attack as an 
overriding strategic policy because North Korea would have to neutralize 
and disable the national strength of the ROK at an initial stage. North 
Korea continues to improve the firepower and mobility with sophisticated 
equipment developed by modern science and technology.!*® 

In an article entitled “Characteristics of the Modern War and Factors 
for Victory,” Kim Chul-man of North Korea wrote: 


15. Ibid., p. 143. 

16. Kim Tae-hwan, “A General Study,” p. 90. 

17. The Military Balance 1983-1984, p. 93. 

18. Kim Tae-hwan, “A General Study,” pp. 92-93. 
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As our great leader has instructed, the modern war will be a protrected one but 
in the methods of conducting it, each operation and each battle will require 
quick fighting and quick decisions. That the modern war is a protracted war 
does not mean that it has to drag on. As a whole, modern war wili certainly be 
protracted but in conduct, each operation and each battle will be characterized 
by rapidity because they will be fought with various means of mass destruction 
and equipment with rapid mobility. Both sides of belligerent forces will attempt 
to utilize this advantage to end war with quick war and quick decisions.!9 


Once they win satisfactorily with this strategy, however, the leaders of 
the North Korean regime will probably not try recklessly to continue to 
advance and exploit their success further. Instead, they would attempt to 
swiftly make their initial success more secure or to establish a favorable 
strategic position, and then proceed to propose political negotiations in an 
attempt to block assistance from the U.S. and other allies to the ROK, and 
to keep the war from becoming protracted. 

During the fourth Middle East war in October 1973, Egypt pursued a 
strategy in which it first established a beachhead on the Sinai peninsula 
and then, instead of continuing to advance, consolidated the seized ground 
and sought a ceasefire through mediation by the big powers. It appears 
that the leaders of the North Korean communist regime have learned 
much from this combined political-military strategy, or the “occupy first 
and negotiate later” policy.° 


The Military Buildup 


The commander of U.S. forces in South Korea, General John A. Wick- 
ham, Jr., stressed the following special features of the North Korean mili- 
tary when he testified before the U.S. House Armed Services Committee in 
March of 1982: 


North Korea is spending 15% to 20% of its GNP for military defense annually. 
The North Korean military force is superior to the South Korean in every as- 
pect. North Korea has twice as many tanks, two to three times as many artil- 
lery and ground-based rockets, twice as many aircraft, and four times as many 
naval vessels as South Korea. The North Korean army, organized to stage a 
blitzkrieg, is ready to strike the heaviest surprise blows against the heart of 
South Korea at any time. It possesses the world’s biggest special attack forces 
capable of infiltrating into South Korea from the front and rear and also 250 


19. Kim Chul-man, “Characteristics of the Modern War and Factors for Its Victory,” 
Kulloja (Workers), August 1976, p. 36. 

20. Young Choi, “Military Posture of North Korea,” Hankook Ilbo, February 4, 1977, p. 
3. 
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AN2 light transports capable of airlifting and dropping 2,500-3,000 paratroop- 
ers simultaneously.! 


According to the International Institute for Strategic Studies, the North 
Korean military strength consists of 700,000 ground troops, 35 infantry 
divisions, three motorized infantry divisions, and two tank divisions. It is 
particularly noteworthy that the special brigades have been increased from 
22 to 26 and mechanized brigades from four to five.?? 


THE IMPACT OF BUILDUP ON STRATEGY 
The substantial buildup of North Korean ground forces that has aroused 
grave concern may be an indication of the North Korean intention to build 
a surplus force.2? The South and North Korean ground forces currently 
deployed along the 155-mile truce line have been, in a sense, in a state of 
“frozen balance,” similar to that depicted in Remarque’s famous novel Jm 
Westen nichts Neues (1929). 

If North Korea actually has surplus forces, this can be viewed as an 
indication of its intention to break the status quo by employing all avail- 
able operational resources. Since the current state of frozen balance is 
maintained by the equal strength of the two opposing forces on both sides 
of the truce line, any North Korean move toward building a force superior 
to the combined ROK and U.S. troops stationed in Korea must be viewed 
as a sign of its intention to break the status quo. If a surplus force becomes 
available to North Korea, an advance on Seoul and its capital zone from 
different directions and from central points along the truce line would be 
possible. The presence of such a force was referred to, for example, in the 
January 1979 troop withdrawal report of the U.S. Senate Armed Services 
Manpower Subcommittee. 

The Report of the Pacific Study Group noted that 


no less significant is the presence in the central portion of North Korea (specifi- 
cally in the Pyongyang area) of substantial operational reserves capable of ex- 
ploiting a blitzkrieg deep into the ROK. Until recently, it was widely believed 
that the bulk of North Korean Army forces was concentrated opposite the 
DMZ with fewer major units to the rear; it now appears that the distribution of 
operational DPRK (Democratic People’s Republic of Korea) units is much less 
lopsided.24 


21. Chosun Ilbo, March 16, 1982. 

22. The Military Balance 1983-1984, p. 93. 

23. According to The Military Balance 1979-1980, p. 68, and The Military Balance 1978- 
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This report seems reliable, based on the most accurate information col- 
lected by communication satellites. Therefore, it can be safely assumed 
that deployment of the North Korean combat ground forces has become 
more balanced and that North Korea has improved its surprise attack ca- 
pability by increasing the number of airborne squadrons and light infantry 
brigades capable of performing penetrating operations and special war- 
fare.*> For this reason, the expected shifts in North Korean military strat- 
egy should be closely examined, particularly in connection with the 
question of the existence of a surplus force, a factor that prompted the 
Carter administration to reassess its troop withdrawal policy. 

The above-mentioned report on troop withdrawal policy presented sev- 
eral conceptualized operations: (1) blitzkrieg operation; (2) operational re- 
serve forces; (3) concentrated deployment in the central part, particularly 
in the vicinity of Pyongyang; (4) deployment along the Easterr. and West- 
ern coasts south of the 39th parallel; (5) improved surprise attack capabil- 
ity. Of these, items (1) and (5) have been discussed elsewhere;2° here I will 
take up items (2), (3), and (4). 

A fundamental concern is that the U.S. “reassessment report” referred 
only to the buildup of the North Korean ground forces without mention- 
ing any buildup of naval and air forces. It is therefore difficult to deter- 
mine whether the surplus force in item (4), deployed along the Eastern and 
Western coasts south of the 39th parallel, 1s a force intended to play a 
“waist role” (i.e., to form a link) between the forward deferse strategy 
designed for the DMZ zone and the defense-in-depth strategy for the 
Pyongyang area and north, or whether it is a force to be committed to 
forming a strong second front somewhere north or south of the Han River 
through “wheelings” (applying the revolving door principle) using subma- 
rines or boats. Considering the current numerical superiority of the North 
Korean Air Force, it is also possible that the surplus forces mentioned in 
items (3) and (4) can be airlifted deep into the rear areas of the ROK, 
perhaps carried by planes such as AN-2s to mount penetrating operations 
or commando-type operations. Therefore, it is necessary to examine these 
three possibilities further. 

Possibility (2) concerns carrying the surplus force aboard submarines, 
boats, or AN-2 planes into the rear areas of the ROK and using them to 
form a second front. (It is impossible to attempt a quantitative analysis of 


the Pacific Study Group to the Committee on Armed Services, United States Senate, Korea: 
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this possibility in the absence of any mention of the buildup of the North 
Korean Navy and Air Force in the U.S. “reassessment report.) But this 
does not appear to be high on the priority list of North Korean strategic 
planning in view of the limited availability of submarines in North Korea 
and the characteristics of the AN-2 planes, which are easily detected. 
Considering that North Korea has a submarine fleet of only 21 ships?’ and 
that its capabilities are rather limited compared with the antisubmarine 
warfare capabilities of the ROK Navy and the U.S. 7th Fleet, it seems 
almost impossible for North Korea to perform massive personnel-carrying 
operations. However, support from the Soviet Union’s Pacific Fleet would 
be quite another matter. 

Item (3) assumes that the surplus force was created to play a “waist 
role” between the forward defense for the front line area and the “defense- 
in-depth” strategy for the central area. Accordingly, this possibility 
should be examined from the standpoint of the surplus force deployed 
along the Eastern and Western coasts south of the 39th parallel, as re- 
ferred to in item (4). This concept is very important, viewed in connection 
with the concept of operational reserve forces under item (2), and can be 
more clearly defined as “reserve task forces for massive mobile operations” 
to be employed under the preemptive massive surplus attack strategy. 

Based on a strategic analysis of North Korean military strength as re- 
cently reassessed by the U.S., the following conclusions can be drawn. 
Although it is true that North Korea has substantially built up its forces 
(more specifically, its ground forces), it is a change in quantity rather than 
in quality, and thus signifies changes only at the level of operational arts 
(an intermediate level between strategy and tactics?8), not at the level of 
strategy itself, with an added new element of reserve task forces for mas- 
sive mobile operations. 

To understand the gradual development of operational arts”? (employed 
at the level of what is called “campaign” in the military doctrine of China, 
usually conducted by corps-level commanders), it may be helpful to out- 
line the “revolving door principle” (the concept of the wheeling right 
wing) adopted from the famous Schlieffen’s Plan of Operations, and then 
apply it to the Korean peninsula theater. Since North Korea would be the 
aggressor in the case of a war in Korea, the “right wing” of the European 
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theater during the second Reich would, because of topography, become 
the “left wing” on the Korean peninsula. The revolving door principle is 
an operational art, in which the attacking force uses stages of attacks to 
win strategic success. Just like a person entering a hotel through a revolv- 
ing door, the attacking force feints detour maneuvers while exploiting its 
success further at central points.?? Colonel Ha Dae-duck reasons that if 
this revolving door principle is actually employed in the Korean theater, it 
would require three attack stages.>! 

After examining the possibility of shifts in North Korean military strat- 
egy and operational arts in the 1980s, we may well conclude that there is 
no foreseeable fundamental change in current North Korean military 
strategy. But considering the information available about the cuantitative 
increases in equipment, organization, training, and personnel strength, a 
number of changes can be seen at the level of operational arts. If we look 
closely at the “distinctions between war and phases of war,” as emphasized 
by the North Korean military theory, it appears that there is a growing 
possibility that North Korea would apply the revolving door principle (the 
concept of the wheeling left wing), which would meke it highly difficult to 
distinguish the main attack from a feint attack and motion. Another pos- 
sibility is that North Korea would apply “the concept of paralyzing the 
command,’’>? which is based on lessons learned from the Vietnam War. 
This concept was developed by such Western tenk war strategists as 
Fuller, Liddell Hart, de Gaulle, and Guderian, and can be outlined as fol- 
lows: the forceful attack plan, to be implemented by “mobile main forces” 
consisting of various branches of the services, mainly tanks and armored 
vehicles, calls for powerful assault units to break through anc strike di- 
rectly at the heart of the capital city, seize air bases, paralyze the nerve 
center of command in an instant, and finally mop up the stragglers in and 
around the city.?? 

North Vietnamese Army Chief of Staff General Van Tien Dung, who 
succeeded in bringing about the fall of Saigon in only three months by 
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applying this paralysis-of-command concept to the Vietnam front, ex- 
pressed some of his thoughts: 


If we strike the enemy in ways and at a time which they cannot possibly antici- 
pate—completely unexpectedly—it will be extremely dangerous for them. We 
must pool our ideas and make every effort to preserve secrecy and surprise so we 
can attack as we have planned before they can increase their forces. 


At this time there are several problems to raise. What are the forms of attack to 
use against large towns and cities? In the final phase of revolutionary war, in 
conditions where we are stronger than the enemy, we definitely must carry out 
large annihilation attacks and liberate the towns and cities. . . 


In attacking Ban Me Thuot we will take a force many times stronger than the 
enemy, organize powerful combined assault units, coordinated with the sapper 
and infantry battalions already in position, to strike immediately into the center 
of town, capture the two airfields, and quickly disable the command nerve 
center of the enemy. Only then will we move back out to wipe out the enemy 
outside the town... . 


I must add that in all these battles it will be best if we can destroy the command 
headquarters and capture the enemy’s top commanders, as we will then be able 
to end the battles more quickly... . 


If we can maintain surprise about our objective, our timing, our forces, and our 
method of attack, if we can isolate the town and still remain stronger than the 
enemy without the enemy discovering it, then we can guarantee that the battle 
will be less costly and victory will be more rapid. . . . 


-This method of attack aims at saving time by quickly wiping out the enemy and 
liberating a large town like Ban Me Thuot, thereby transforming the battle- 
field... . 


We have the correct method of attack, and now we must organize the fields of 
battle: we must closely organize each regiment, each battalion, down to the 
smallest units; we must coordinate each wave, each spearhead, each specialized 
branch; and we must especially organize the mechanized assault units which 
will strike deep inside the town, as well as the combined fighting inside the 
_town.34 


If Kim Il-sung tries to imitate Dung’s strategy, the greatest concern 
would be the method of attack used by General Dung against Saigon-Gia 
Dinh Special Capital Zone. General Dung expressed his views on this 
matter as follows: 
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In all of Saigon-Gia Dinh, the largest city in Vietnam, with hundreds of 
thousands of enemy troops deployed in inner and outer rings of defensive posi- 
tions, we chose only five of the largest objectives for certain capture. Those 
were the quisling General Staff headquarters, “Independence Palace,” the Spe- 
cial Capital Zone headquarters, the Directorate-General of Police, and Tan Son 
Nhat airfield. These targets were the most important nerve centers of the Sai- 
gon army and the quisling administration, the primary elements in the machin- 
ery of war and oppression of the people, which the Americans directed... . 


If we struck straight at those five targets, the whole quisling regime would be 
shaken. Those were the most important “vital points” in the collapsing organ- 
ism of the U.S.-Thieu regime. If we smashed those five objectives, the Saigon 
army and administration would be like a snake without a head. What remained 
of their system of defense and repression would fall apart. The strategically 
decisive battle would be concluded rapidly, and Saigon would quickly be liber- 
ated. i 

The method of attack for this historic campaign would be to use whatever forces 
necessary from each direction to encircle the enemy forces, isolating them and 
preventing them from pulling back to Saigon; to wipe out and disperse the en- 
emy main-force infantry divisions in the outer defense perimeter right on the 
spot; and to save the greatest number of our forces to thrust in quickly and 
capture key positions in the outskirts. This would open the way for mechanized 
and tightly organized assault units to advance rapidly along the mam roads and 
strike directly at the five chosen objectives inside the city.>° 


I have given special attention to whether or not North Korea possesses 
“reserve task forces for a preemptive massive surprise attack operation,” 
because the existence of such a force could upset tne military balance be- 
tween the two Koreas; this operational reserve task force is a surplus force 
whereby North Korea could apply North Vietnam’s paralysis-of-com- 
mand concept on the Korean peninsula. 


Conclusion 
Defense Secretary Caspar Weinberger, chief U.S. delegate to the 14th 
ROK-U.S. Security Consultative Meeting in March 1982, in his speech 
entitled “Regional Security Concerns in the 1980s,” said that since the late 
1960s, the North Koreans have also been making a substantive effort to 
improve their military capabilities. Intelligence specialists in both the Re- 
public of Korea and the United States have monitcred and documented a 
steady buildup of North Korean forces. This buildup, the details of which 
were finally identified in 1978, is still underway with new assets being ap- 
plied to the modernization of its forces. North Korea has developed what 


35. Ibid., pp. 184-187. 
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is believed to be the largest commando force in the world: some 100,000 
men trained in special warfare techniques with a large fleet of AN-2 light 
aircraft for mobility—a force clearly devoid of defensive characteristics.°° 

Secretary Weinberger went on to say: “I firmly believe that the com- 
bined Korean-U.S. forces deployed in or near the Republic continue to be 
adequate to deter any North Korean attack. Earlier plans to withdraw 
U.S. ground combat forces from Korea have been formally abandoned. 
Not only our airmen but our infantry soldiers will remain.”?7 

I think that Weinberger’s speech suggests an important point. My own 
conclusion concerning the changes at the level of operational arts in North 
Korea in the 1980s is as follows. The North Korean 8th Special Army 
Group would make a surprise landing of AN-2 light aircraft and gliders at 
a point south of Seoul to create a bridgehead. An amphibious mechanized 
unit would come from the west coast and land on the banks of the Han 
River. From the midwest in front of the DMZ, light infantry would be 
sent through tunnels to emerge behind the front line and create confusion. 
Then, tanks and mechanized units would pour in from three sides to either 
capture or isolate Seoul. Under these new operational arts, the North Ko- 
rean forces would not have to engage directly with U.S. ground force 
troops on the central front. In addition to this advantage, the North Ko- 
rean forces would be able to take ROK civilians hostage, making it impos- 
sible for U.S. forces to use their sophisticated weaponry (probably 
including tactical nuclear weapons) and thus facilitating a political settle- 
ment. 


36. Address by the U.S. Secretary of Defense Caspar W. Weinberger In Honor of the 
Centennial Anniversary of Diplomatic Relations between The Republic of Korea and the 
United States of America, cosponsored by Dong-A Hbo and U.S. International Communica- 
tion Agency, in Seoul, March 29, 1982, p. 6. 

37. Ibid., pp. 6-7. 





INDIA AND OVERSEAS INDIANS 
The Case of Fiji 


Ramesh Thakur 





I feel somewhat like a mother concerned about the welfare 
of a married daughter who has set up home far away. — 
Indira Gandhi during a tour of Fiji in September 1981. 


India’s foreign policy toward Fiji has had to operate 
under special circumstances. On the one hand, both states are fully in- 
dependent and sovereign countries, respected members of the international 
community, and partners in the Commonwealth. On the other hand, 
neither country can ignore the fact that, as a result of their common Com- 
monwealth parentage, just over 50% of Fiji’s population (whick numbered 
618,976 in 1979) is ethnically of Indian descent.! The governing factor for 
Indian diplomacy in Fiji therefore is the presence of so many Indians in 
the country. But the matter is far from simple, for while Fiji-indians are 
ethnically Indians, they are in the main Fijian nationals, subject to Fijian 
laws.” India’s policy in these circumstances has been to try to chart a mid- 
dle course between a domineering interest in and complete indifference to- 
ward the Indian presence in Fiji. More concretely, India has aimed at 
taking a “residual” rather than a “proprietary” interest in the Fiji-Indians. 


Ramesh Thakur is a Lecturer in Political Studies at the University 
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1. The ethnic breakdown of Fiji’s population in mid-1979 was, in percentages: Fijians 
44.55; Indians 50.11; part-Europeans 1.74; Europeans 0.57; Rotumans 1.23; Chinese 0.74; 
other Pacific islanders 0.93; and others 0.13. Fiji Today 1980 (Suva: Ministry of Informa- 
tion, 1981), p. 13. In the 1966 census, the Fijians had made up 42.4% of the total population 
and the Indians 50.5%. Note that “Indian” is used here in a generic sense to include all 
peoples from the subcontinent; it would be stylistically awkward to specify “Indians, Pakis- 
tans and Bangladeshis” in each instance. 

2. There is an ongoing controversy in Fiji over the proper usage of “Fijian”’—does it refer 
to any citizen of Fiji, or is it primarily an ethnic designation of the indigenous inhabitants? 
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India and Overseas Indians 

Both India and China have large overseas populations, but the two coun- 
tries have diverged markedly in their approaches to the problem of defin- 
ing overseas compatriots vis-à-vis the mother country. Article 23 of the 
People’s Republic of China (PRC) constitution stipulates that the National 
People’s Congress is to include deputies elected by “Chinese residents 
abroad,” while Article 98 proclaims that the PRC “protects the proper 
rights and interests of Chinese residents abroad.”? When the subject was 
debated in India’s Constituent Assembly on December 4, 1947, Jawaharlal 
Nehru declared that “we shall try to do our best to protect all legitimate 
interests.” However, recognizing that the vitality that made Chinese and 
Indians migrate could constitute a threat to indigenous peoples in both 
numbers and economic position, he said that “we cannot protect any 
vested interests which injure the cause of the country they are in.” 

It is understandably difficult to state precisely the number of Indians 
living overseas, but Hugh Tinker estimates it to be about five million.’ 


Few of these overseas Indians wish to return to their country of origin 


because the financial and professional inducements of the host countries 
are generally stronger than the emotional attachments to the motherland. 
But this situation highlights problems anticipated by Nehru in his 1947 
speech. The discovery that Indians in considerable numbers controlled 
large amounts of local wealth and key sectors of national economies led to 
unpleasant grumblings about the brown Indian having replaced the white 
European. Nehru’s response was ambivalent since he was involved in the 
concerns of overseas Indians but did not want to infringe upon the sensi- 
tivities and sovereignties of other countries. 

Nehru formulated a policy on this political problem quite early. He 
explained in the Constituent Assembly on March 8, 1948, that Indians 
abroad had first to determine their citizenship. If they remained Indian 
citizens, the Indian government would seek to ensure that their treatment 
was not second to that of any other group of aliens. If they became citi- 
zens of their host countries, the Indian government would endeavor to see 
that their rights and opportunities were equal to those of all other citizens. 


3. Cited in Ton That Thien, India and South East Asia, 1947-1960 (Geneva: Librairie 
Droz, 1963), pp. 295-296. See also Stephen Fitzgerald, China and the Overseas Chinese 
(Cambridge: Cambridge University Press, 1972). 

4, Jawaharlal Nehru, India’s Foreign Policy: Selected Speeches, September 1946~April 
1961 (New Delhi: Government of India, 1961), pp. 127-128. 

5. This compares with 15-20 million overseas Chinese, and more than 50 million overseas 
British, using the same basis for computation. Hugh Tinker, The Banyan Tree (Oxford: Ox- 
ford University Press, 1977), p. 11. 
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Returning to the theme in 1957, Nehru emphasized that India’s concern 
with overseas Indians who were not Indian citizens was purely sentimen- 
tal—not political. If they experienced difficulties, “strictly, legally and 
constitutionally, it is none of our problem.” But because “we are inter- 
ested in their welfare and we are interested in finding a solution,” the In- 
dian government would make friendly efforts to see that overseas Indians 
could live with self-respect and decency.® 

Typically, the pattern of migration took Indians to other far-flung colo- 
nies and dependencies of the British Empire. With the imperial contrac- 
tion came fresh problems for Indians who had become integral parts of the 
local landscapes but remained ethnically unassimilated. During the Em- 
pire, Indian migrants often ran into the obstinate unwillingness of white 
settler societies to concede legal and social equality to them. Since the 
Empire, Indian residents in many instances have beer required to live with 
an indigenous population hostile to their presence. In some very dramatic 
instances, the withdrawal of the British rulers has been followed by an 
expulsion of Indian communities. 

Fiji was a minor link in the worldwide chain of the British Empire. The 
first Indian girmityas’ (indentured laborers) landed in Fiji in 1879. They 
were followed by noncontract “passenger” migranis looking to exploit 
commercial opportunities in the wake of the European settlement of colo- 
nies, China and India once again provided “the entrepreneurs who settled 
in the nooks and crannies of the colonial economies.’’® Upon indepen- 
dence in 1947, Nehru’s government inherited the imperial legacy of con- 
cern with the destiny and welfare of Indians abroad. This included laws 
and rules passed in 1856 and 1922 (the Emigration Act) to regulate and 
control the emigration of unskilled labor. In these the British Indian gov- 
ernment was but reflecting domestic Indian concerns, including that of the 
Congress Party. After independence, however, Indien interest in the sub- 
ject was transformed from attacking British imperial policy into an issue in 
India’s international relations. In the case of Fiji, London could still be 
held accountable for the fate of Indians there until Fiji too became in- 
dependent on October 10, 1970. 


6. Nehru, India’s Foreign Policy, pp. 128-130. 

7. The word girmitya is from girmit, which is probably a peasant corruption of “agree- 
ment,” that is, the contract signed with the government and/or recruiting agent. The year 
1979 was widely celebrated in Fiji as the centenary of the arrival of girmityas. For a fascinat- 
ing profile of an Indian girmit in Fiji, see Vijay Naidu, The Violence of Indenture in Fiji (Suva: 
World University Service and SSED, University of the South Pacific, 1980). See ulso Ahmed 
Ali, Girmit: The Indenture Experience in Fiji (Suva: Fiji Museum, Bulletin, No. 5, 1979). 

8. C. Jayawardena, “Migration and Social Change: A Survey of Indian Communities 
Overseas,” Geographical Review, 58 (1968), p. 429. 
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In principle, Nehru was quite prepared to intervene and exert diplo- 
matic pressure where circumstances warranted to secure equitable and 
nondiscriminatory treatment for overseas Indians. Fortunately, the Indian 
government has not needed to do so in the case of Fiji-Indians. The Indian 
concentration in Fiji’s population produced an Indian diplomatic presence 
almost immediately after India’s independence®—a gesture that Fiji has 
not yet reciprocated. The imaginative and constructive efforts by Prime 
Minister Ratu Sir Kamisese Mara of Fiji to reconcile Indian interests with 
indigenous fears of being overwhelmed have precluded a need for New 
Delhi’s intervention. Ratu Mara is widely associated with the promotion 
of “The Pacific Way” as the politics of conciliation. 

Naturally, the condition of Indians in different countries has varied ac- 
cording to local circumstances.!° In Fiji, the most striking “local varia- 
tion” is the delicate balance between the numerically larger Indian 
community and the politically dominant Fijian community. Moreover, 
while capital is largely in European hands, middle level commerce (e.g., 
the duty free trade) and plantation labor are dominated by Indians, with 
land an almost exclusively Fijian preserve.!! The Fiji-Indians are thus at 
one with their ethnic brethren in Guyana, Mauritius, and Trinidad and 
Tobago in forming the base of the economic pyramid in the four societies. 
During her four-day visit to Fiji in September 1981, Mrs. Gandhi noted 
that Indians owned only 3% of the land and that the 86% Indians among 
the sugar farmers were totally dependent on Fijian landlords. }2 

The Fijian government has launched many “affirmative action” pro- 
grams to reverse the lag of Fijians behind Indians in education, profes- 
sional employment, and civil service recruitment. Government rules 
regulating the entry of students into the University of the South Pacific 


9. Indians also comprise the majority of the population in Mauritius (69% in 1971) and 
Guyana (51% in 1970). Indian Commissioners arrived in Fiji, Mauritius, and the West In- 
dies during 1948. Tinker, The Banyan Tree, pp. 51, 60. 

10. For brief but useful surveys of overseas Indians, see C. H. Heimsath and $. Mansingh, 
A Diplomatic History of India (New Delhi: Allied Publishers, 1971), ch. 12, Anthony Lemon, 
“Asian Overseas Settlement in the Nineteenth and Twentieth Centures,” in A. Lemon and C. 
Pollock, eds., Studies in Overseas Settlement and Population (London: Longman, 1980); C. 
Kondapi, Indians Overseas 1838-1949 (New York: Oxford University Press, 1952); and 
Tinker, The Banyan Tree. On Fiji specifically, see J. W. Coulter, Fiji: Little India of the 
Pacific (Chicago: University of Chicago Press, 1972); A. C. Mayer, Indians in Fiji (London: 
Oxford University Press, 1963); and K. L. Gillion, Fiji’s Indian Migrants (Melbourne: Ox- 
ford University Press, 1962), and The Fiji Indians (Canberra: Australian National University 
Press, 1977). 

11. 1.5 million hectares (83% of the total) is Fijian communally owned land. Pacific Is- 
lands Year Book 1980, p. 89. 

12. Overseas Hindustan Times, October 8, 1981, p. 13. 
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show a marked preference for Fijians at the expense of Indians. Yet, far 
from taking offense, Indian diplomats keenly appreciate official concerns 
and motivations; this understanding ts facilitated by the similar commit- 
ment of Indian governments to promotion of the cause of the disadvan- 
taged. As the Indian High Commissioner, Ramesh Arora, put it at a 
farewell function, “Our societies are pluralistic. Both the societies have 
diverse cultural components; in your case different ethnic components and 
in our case in the long growth of civilization different regions have devel- 
oped according to their own genius.”!? In the circumstances, he had no 
major complaint against the manner in which Fiji-Indians were treated by 
their government. Mrs. Gandhi, too, in an address in Suva in 1981, urged 
the people of Fiji to accept the checks and balances needed to keep multi- 
racial societies stable and peaceful. 

Naturally, Indian concerns would be aroused by any serious Geteriora- 
tion of race relations in Fiji. The potential for conflict is there, tc be sure. 
Sakeasi Butadroka of the Fijian Nationalist Party is outspoken on Fijian 
fears of being swamped and wants the Indians out. In addition, the two 
main political parties essentially are divided along racial lines.!4 But by 
and large the tensions and antagonisms have been kept within manageable 
bounds. 

The one item that does raise suspicions in Indian minds is the compli- 
cated political system of Fiji. Indians are accustomed to think cf parlia- 
mentary democracy in terms of a common electoral roll, “one person one 
vote,” and a simple majority rule. In addition, they retain suspicious 
memories of imperial “divide and rule” tactics, and are thus distrustful of 
the Fijian scheme of separate electoral rolls which makes it very difficult 
for the numerically larger Indian group to attain political power.! In 


13. Fiji Times, October 13, 1978. 

14. This is a cause of some concern to the Prime Minister, and has led him to float the idea 
of a coalition government or one of national unity as an alternative to the politics of racial 
confrontation which is so destructive of nation-building. See his interview in Fiji: The First 
Decade 1970-1980 (Suva: Ministry of Information, 1980), p. 13. 

15. See Ahmed Ali, “Fiji Indians and the Politics of Disparity,” India Quarterly, 32, Octo- 
ber~December 1976, pp. 413-432; Raj Vasil, “Communalism and Constitution-making in 
Fiji,” Pacific Affairs, 45, Spring 1972, pp. 21-41; I. $. Chauhan, “Race in Fiji Politics: A 
Note on the Indian Community,” Economic and Political Weekly 5, October 17, 1970; R. E. 
Norton, Race and Politics in Fiji (St. Lucia: University of Queensland Press, 1977). India 
had tried to play an indirect role in the constitutional talks that set up Fiji’s political system. 
For an attempt to interpret the Fiji political system as a form of consociationalism. see R. S. 
Milne, “ ‘The Pacific Way’—~Consociational Politics in Fiji,” Pacific Affairs 48, Winter 1975- 
76. Briefly, the Fiji electoral system works like this: Citizens over 21 register on a Fijian, 
Indian, or General Elector Roll, and also on the National Roll. Parliament is made up of 22 
Fijians, 22 Indians, and 8 General Elector representatives. For the Fijians and Indians, 12 
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Guyana and Mauritius, Indian leaders competed vigorously in the struggle 
for power, successfully in Mauritius but otherwise in Guyana. In Fiji, the 
Indians could only acquiesce to the terms of independence. 

The racial basis of the legislature’s composition makes it difficult but not 
impossible for Indians to acquire control of the government. In 1977, 
when Butadroka’s Nationalist Party split the Fijian vote, the largely In- 
dian-oriented National Federation Party won the elections. Internal wran- 
gles delayed the choice of a party leader, however, and led eventually to 
fresh elections in which Ratu Mara was returned to power. In the consti- 
tutional crisis!© engendered by these developments, it was alleged that the 
Indian High Commission and High Commissioner Arora personally were 
too closely involved. The affair demonstrates the difficulty of maintaining 
correct diplomatic aloofness when powerful ethnic bonds exist to exert 
pressure. Mrs. Gandhi, too, during her 1981 visit to Fiji observed that the 
Indian community had not received an adequate share in the country’s 
government. !7 

Heightened racial tensions were evident yet again in the latest general 
elections, held in July 1982. The spark this time was a television documen- 
tary called “The Fijian Project,” part of the Australian Broadcasting Com- 
mission’s current affairs series, Four Corners. The program, broadcast in 
Australia on July 3, was an exposé of Australian meddling in Fijian poli- 
tics. In it, a Melbourne-based business consultancy firm was alleged to 
have advised Ratu Mara’s government to exploit ethnic and racial divi- 
sions and foment Hindu-Muslim rivalry for electoral gain. Mara de- 
nounced the program as “damaging and deceitful,” and bluntly stated that 
some of the consultancy firm’s recommendations were unacceptable and 
repugnant. 

The opposition Federation Party seized upon the report with glee and 
made a major issue of it in the campaign. But they miscalculated, over- 


are elected by Communal Roll voters and 10 by voters on the National Roll. For General 
Elector representatives, 3 are elected by voters on the Communal Roll and 5 by National Roll 
voters. At the polls, a voter casts a vote for his communal representative and a vote for each 
of the 3 national representatives from his constituency. The logic of the method is to enable 
the voter to choose his own ethnic representative (communal and national), while giving him 
a voice in the selection of the two other ethnic representatives (both national). Thus of the 52 
M.P.s, 27 are elected by communal constituencies and 25 by national. The upper house, the 
Senate, is heavily weighted toward Fijian interests by the nomination of chiefs and govern- 
ment supporters. 

16. For details, see Ahmed Ali, “The Fiji General Election of 1977 and the Role of the 
Indian Community,” Foreign Affairs Reports (New Delhi), July 26, 1977, pp. 148-165, and 
Roderic Alley, “Political Shake-up in Fiji,’ The Round Table, 267, July 1977, pp. 285-290. 

17. Overseas Hindustan Times, October 8, 1981, p. 13. 
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stepped the bounds of decency, and antagonized the Fijian community as a 
whole. For instance, in a society that remains deeply reverent before tradi- 
tional authority, “The Fijian Project” could only be deemed offensive to all 
indigenous inhabitants when it described Ratu Mara as the descendant “of 
the great chiefs who clubbed and ate their way to power.” Another oppo- 
sition charge backfired in similar manner. Ratu Mara’s hectic campaign 
schedule included numerous ceremonies opening schools, libraries, water 
projects, etc. Opposition leader Jai Ram Reddy remarked caustically that 
the Prime Minister would open a new toilet for a few extra votes. This 
alienated the Fijians, angered the Prime Minister, end allowed the ruling 
Alliance Party to dub the opposition as racist and anti-Fijian. In the 
event, in elections with a massive 90% voter turncut, Ratu Mara’s Alli- 
ance Party was returned to power, but its majority in the $2-member 
House was reduced from 16 to 4. 

Mara gave a further bizarre twist to the story after the elections. In an 
interview reported in the Australian news magazine, The Bulletin (August 
10, 1982), the Prime Minister made sensational ailegations of a Soviet- 
Indian conspiracy to oust him from office. Taking credit for blocking So- 
viet penetration in the South Pacific, he charged that the Four Corners 
program could have been a Russian tool, and that the Indian embassy in 
Fiji was being used to further Soviet inierests. He revealed that Fiji had 
complained officially to India about the High Commissioner, Mrs. S. 
Kochar, for her active involvement in Federation Party politics. More- 
over, her husband, himself a retired Indian official with close links to the 
Russians, was reportedly assisting the Federation Party until very close to 
election time. (Mrs. Kochar’s tour of duty ended in April, when she was 
posted to the Netherlands.) 

The charges were predictably rejected by India, the Soviet Union, and 
the Federation Party. The new High Commissioner, C. P. Ravin- 
dranathan, sought a meeting with Ratu Mara in order to seek clarifications 
on the allegations that the Indian High Commission had been used to fun- 
nel Soviet financial support to the opposition party to the tune of $1 mil- 
lion. The meeting took place in mid-August, but appeared to have been 
inconclusive. 

The political atmosphere in Fiji remained tense and highly charged after 
the elections. A polarization of politics along racial lines was only too 
visible as the preelection bitterness persisted. Thus in August the Ra Pro- 
vincial Council unanimously endorsed resolutions celling for an immediate 
constitutional revision to give Fijians two-thirds of the seats in Farliament, 
and for the offices of the governor-general and prime minister to be re- 
served for Fijians. Another indication of distrust was a letter to the Fiji 
Times (August 13) from Ashok Kumar, questioning Ratu Mara’s motives 
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in leveling charges against Mrs. Kochar: “He probably wishes to see the 
Indian High Commission withdrawn from Fiji, and perhaps then welcome 
a Pakistan Embassy.” 

To help clear the air, the government on August 6 announced its inten- 
tion to appoint a Commission of Inquiry to investigate the various allega- 
tions of foreign interference in the elections. After some delay, a retired 
New Zealand High Court judge, Sir John Charles White, was appointed as 
the sole commissioner in October 1982. The Commission began sitting in 
March 1983, and released its report the following November. Appearing 
before the Commission in April, Ratu Mara accused sections of the Aus- 
tralian media of having worked with the opposition Federation Party to 
perpetrate a deliberate fraud on Fijian voters. He categorically denied 
having used any of the consultancy firm’s recommendations. 

For his part, S. Koya of the Federation Party claimed that the photo- 
copy of an “agreement” between him and the Soviet consulate in Sydney 
was a forged transposition. When challenged to produce the original doc- 
ument, the government invoked Crown privilege to prevent the production 
of any documents or the examination of any of its officials. It is still not 
clear whether the government lacked hard evidence to substantiate its alle- 
gations of Soviet financial involvement, or whether it was protecting its 
sources. 

Not surprisingly, therefore, the White Commission found no evidence to 
support the charge, and it also rejected the allegation that Four Corners 
and The National Times had colluded with the Federation Party in order 
to damage the Alliance Party’s electoral prospects. While confirming that 
the consultancy firm had been engaged by the Alliance Party, the White 
report concluded that its “repugnant” strategies—of bribery and manipu- 
lating the criminal justice system in order to neutralize the two opposition 
leaders—were not implemented by the party.'® 

Putting election year passions aside, the Indian High Commission in 
Suva maintains in general a watchful distance from the domestic political 
ambitions of Fiji-Indians. Extreme circumspection is demanded and con- 
ceded in the political realm precisely because of the strong affinities in the 
social realm. In a Lok Sabha debate in 1957, Nehru advised overseas Indi- 
ans to establish habits of cooperation and friendship with host peoples by 
giving primary consideration to their interests. He pointed out that com- 
mercial activities of the Indians often placed them in conflict with Euro- 
pean interests. If they were to antagonize locals as well, for example by 
appearing to exploit them, then ‘they will be ground between the two mill- 


18. The National Times (Australia), November 23, 1983, p. 9. 


364 ASIAN SURVEY, VOL. XXV, NO. 3, MARCH 1985 


stones of the local population and the foreign elements from Europe and 
elsewhere.” 19 m 

Nehru’s remarks were remarkably prescient as regards subsequent de- 
velopments in Africa and elsewhere. These developments in turn rein- 
forced the Indian government’s belief that the overseas Indian 
communities must either establish themselves as integral features of the 
local landscape or suffer the consequences at a future date. In 1979, two 
senior members of India’s Parliament, Dr. Sushila Nayar and Dr. Sarojini, 
Mahishi, traveled to Fiji as representatives of the Indian government in the 
girmit centenary celebrations. They urged the Fiji-Indian community to 
do everything possible to retain harmonious relations with the Fijians and 
all other races. “You have adopted Fiji as a country and you have to 
dedicate yourself to make this nation a developed one and a heppy place 
for all.” They also observed that Fiji fell into the general pattern in one 
other respect as well: “In many ways Indians in Fiji have made more 
progress than the people in India.’’?° 

The dilemmas of India’s relationship with Fiji-Indians were sharply visi- 
ble during Mrs. Gandhi’s 1981 tour of Fiji. Although Ratu Mara had been 
to India several times after Fiji’s independence, Mrs. Gandhi was the first 
Indian prime minister to visit Fiji. The tour aroused consideratle interest 
and excitement. As the Fiji Times recognized in an editorial, the visit 
would inevitably have “political connotations.” The planning committee 
for the visit was therefore urged by the paper to ensure that there was no 
hint of preferential treatment for any particular group. But when the com- 
mittee decided to accord a traditional Fijian welcome to Mrs. Gandhi 
while dispensing with a traditional Indian one, Indian leaders expressed 
disappointment.*! In the event, on September 25 Fijian chiefs extended 
for the first time to any visiting prime minister the elaborate ceremonial 
welcome traditionally reserved for royalty and high chiefs. 

Throughout the visit, both prime ministers were at pains to emphasize 
that Fiji-Indians were equal citizens of Fiji with all the corresponding 
rights and duties, but that they did not need to renounce their cultural 
bonds with India. When asked at a press conference in Suva if she had any 
special messages for the Indian community in Fiji, Mrs. Gandhi replied 
that her message was “goodwill for everybody, not especially for them.” 
When pressed to draw the line between retaining one’s Indien culture 
while becoming part of the country of Fiji, she answered that for Fiji as for 


19. Nehru, India’s Foreign Policy, p. 131. 

20. Sunday Sun (Suva), May 13, 1979. 

21. See, for example, the page one story in the Fiji Times of September 19, 1931, “Row on 
Gandhi Visit Spreading.” 
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India, diversity can be a source of strength. Each section could encourage 
a sense of pride in its own identity, but only if it did not impinge on the 
national interest.?4 

Memories of Mrs. Gandhi’s 1981 tour of Fiji imbued the shock of her 
assassination with a special poignancy. The country’s major newspaper, 
the Fiji Times, published a special twelve-page memorial on Indira Gandhi 
on November 10, and Prime Minister Mara attended her state funeral in 
New Delhi. 


Cultural Diplomacy 

The relative prosperity and peaceful relations of Fiji-Indians have meant 
that no difficult demands have been made upon India’s ethnic obligations. 
In light of Fiji’s size and India’s limited diplomatic and material resources, 
it is very doubtful that India would have maintained a High Commission 
in Suva but for the presence of Fiji-Indians in the country. Even so, while 
it is the oldest mission in Suva, the Indian diplomatic establishment is also 
one of the smallest, staffed by only three persons (the full complement 
being five) in 1979, compared to eleven in the Chinese embassy. 

Nehru had remarked during the Constituent Assembly debates that in 
the case of overseas Indians who were not Indian citizens, “our interest 
. . . becomes cultural and humanitarian, not political.”23 Therefore, in 
Suva an Indian Cultural Centre with a staff of eight exceeds the personnel 
strength of the High Commission but has a modest annual budget of about 
Rs. 600,000 (F$63,000; U.S.$55,000). Assimilation has not followed adap- 
tation, for even the small Indian communities have actively striven to re- 
tain and transmit to successive generations Indian traditions and identities. 
In these efforts at preserving the Indian heritage, an institution like the 
Indian Cultural Centre can play a considerable part. 

As an instrument of national foreign policy, cultural diplomacy must 
necessarily be justified by policy makers in terms of advancing national 
goals. Even liberal and broad-minded statesmen will give short shrift to 
cultural activities that undermine national interests. The wellsprings of 
cultural diplomacy may include attempts to reinforce shared political ide- 
ologies or traditions—for example, Commonwealth exchanges—or to fos- 
ter religious and linguistic affinities. The objectives of cultural diplomacy 
are generalized rather than specific. At its simplest, the aim is to engage in 
a mutually satisfying exchange of ideas and information. It is commonly 
demanded of diplomats everywhere that they be able to “interpret” their 


22. Fiji Times, September 28, 1981. 
23. Nehru, India’s Foreign Policy, p. 128. 
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own countries to the host peoples. The building of new constituencies of 
knowledge and sensitivity may in turn establish durable relationships that 
help preserve amity between two countries through the vagaries of interna- 
tional politics. 

Few Indians would pretend that nurturing cultural relations with Fiji is 
a significant contribution to world peace, but cultural relations are un- 
doubtedly an important ingredient in maintaining harmony between India 
and Fiji. Indian cultural diplomacy aims to foster an awareness among 
foreign peoples of India’s intellectual and scientific achievements so as to 
enhance bilateral cooperation within the third world; to satisfy academic 
and cultural curiosity about India; to generate and maintain a credit ledger 
of “goodwill” toward India; and to respond to the particular needs of over- 
seas Indians in their efforts to preserve an Indian social identity. Nor have 
Indian policymakers been blind to the more tangible benefits accruing 
from cultural relations. “The conviction and expectation is thet if success- 
ful cultural and intellectual contacts are established, they would lead to 
linkages and cooperation in the fields of economic, technological and, at 
the highest level, political affairs.’’24 

As with so much else in India’s foreign policy, the Pakistan factor was 
of central importance in the establishment of cultural activities as part of 
India’s external relations. The creation of Pakistan as an Islamic entity 
was a direct challenge to India’s secular image. The Department of Cul- 
tural Affairs in the Ministry of Education and the autonomous but official 
Indian Council of Cultural Relations (ICCR) were in part a response to 
the need for projecting India’s secular identity abroad. As it happens, 
about 16% of the Fiji-Indian community is Muslim. What is needed is a 
cultural interpretation of Indian society, a credible demonstration that 
Muslims are a valued element in the broad Indian mosaic. Cultural cen- 
ters can perform this task far more effectively than diplomatic counter- 
parts. The cultural attache in an embassy tends to be a junior or 
apprentice officer in the foreign office. For 1979-80, India’s budget for its 
entire range of external cultural activities was a modest Rs. 35 million. 
However, the general pattern is reversed for India in Fiji, where the Cul- 
tural Centre maintains a far more public profile than the High Commis- 
sion. 

Ad hoc or formal exchange programs are fairly common in the educa- 
tional, scientific, and technological spheres. On January 26, 1979, the In- 
dian High Commission and Cultural Centre organized a cultural evening 
in Suva to celebrate India’s Republic Day. In her welcoming address, the 


24. J. N. Dixit, “Culture as an Instrument of Diplomacy,” India Quarterly, 35, Octo- 
ber—December 1979, p. 456. 
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new High Commissioner, Mrs. Soonu Kochar, pointed out that India was 
among the top ten industrialized countries in the world. It also had the 
third largest reservoir of scientific and technical talent, and although such 
experts did not exceed India’s needs, India was prepared to share its exper- 
tise with other countries in the world. 

The ICCR in New Delhi engages, by India’s modest standards, in an 
extensive program of exchange agreements. Cultural diplomacy grew 
from one cultural agreement with Indonesia in 1955 to 63 formal and 31 
ad hoc agreements around the globe in 1979. Scholarship programs con- 
stitute a standard form of academic exchange agreements, and the Indian 
government is understandably partial toward students from Third World 
countries. Of the 18,000 foreign students in India in 1978-79, 80% were 
from Africa, Asia, and Latin America. Responsibility for their welfare 
rests with the ICCR. 

In the case of Fiji, New Delhi can hardly hope to compete in scholar- 
ships against the lures of Australia, New Zealand, Britain, Canada, and 
the United States. But it can appeal to the sentiments of Fiji-Indians, for 
instance, to learn “correct” Hindi in India or to acquire familiarity with 
the land of their ancestors while earning academic qualifications. More- 
over, Fiji lacks degree-granting engineering institutions. India has several 
medical and engineering institutions, some of which are quite reputable, 
and these form a powerful attraction to Fiji-Indians strongly predisposed 
toward professional careers. Fiji government policy is to encourage indig- 
enous Fijians into the professions and its financial assistance policies reflect 
this preference. In this context, India offers yet another advantage to pro- 
spective students. Further, tertiary education in India is considerably 
cheaper than in the Western countries, and finally, some of India’s state 
governments also offer scholarships. Nevertheless, India’s total scholar- 
ship effort in Fiji remains modest, between four and eight per year, and in 
practice fails to attract students from the Fijian community. 

Another element of cultural diplomacy is the establishment of academic 
or artistic societies. In line with India’s policy to establish cultural centers 
in countries with large populations of Indian origin, the ICCR maintains 
centers in Fiji, Guyana, and Surinam; possibilities of opening additional 
centers in Southeast Asia and Europe are mooted from time to time. The 
Indian government also helped to establish a Mahatma Gandhi Institute in 
Mauritius, and supports a professor of Indian Studies at the University of 
the West Indies. In Fiji itself, Mrs. Gandhi in 1981 announced an Indian 
grant of $50,000 toward the Girmit Centre for Multi-cultural Studies be- 
ing built in Lautoka. 
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The Indian Cultural Centre in Suva would like to include more Fijians 
in its audience. Its director, D. P. Sinha, claimed that the Centre had 
developed a “multi-cultural touch”: Indian girls were taught Fijian 
dances, Indian vocalists sang Fijian songs, Fijians were initiated into In- 
dian singing, and the Fijian legend of Degei was transcribed and per- 
formed in Indian ballet form. Thus programs for cultural evenings under 
the Centre’s auspices can include Fijian duets by Indian and Fijian vocal- 
ists and Indian ballets on the firewalkers of Beqa. However, individual 
members of the Centre (and the High Commission) at times have been 
apprehensive that in the long run Centre activities could prove rather more 
damaging than beneficial to the Fiji-Indians. The Centre exacerbates di- 
vided loyalties; by sustaining Indian identity, it continually dilutes Fijian 
identity.2° According to a Fiji-Indian scholar at the University of the 
South Pacific: 


It was somewhat disconcerting that the Indian Cultural Centre which propa- 
gates Indian arts and dances should have played such a prominent role in the 
Suva [girmit centenary] celebrations. This encroachment seems to be part of the 
overall cultural imperialism on the part of India. . . which has impeded the 
development of a distinct Fiji Indian cultural tradition especially in the area of 
cultural expression.?° 


Another problem is that the Fijian leadership is quite happy to have the 
Centre emphasize the Indian origins and affinities of Fii-Indians, as the 
government favors a policy of separate identities for its two major commu- 
nities because moves toward integration raise fears of absorption by the 
more numerous Fiji-Indians. There is little opposition among Fijians to 
recognizing Indians born in Fiji as full-fledged Fiji citizens, but there is 
resistance to a merger of the two communities “for [this notion] propa- 
gates the submergence of Fijian culture by another... . This would 
probably eventually lead to the elimination of the Fijian culture.”?’ After 
any such merger, Indian culture would still be flourishing in India but the 
Fijians would have become extinct as a racial and cultural entity. So In- 
dian cultural programs in Fiji, by sustaining an overseas identity for Fiji- 
Indians, become a useful tool in the government’s policy of perpetuating 
separate identities and, by extension, helping to preserve Fijian culture. 


25. For interesting glimpses into the dilemma of identity for Fiji-Indians, see V. Mishra, 
ed., Rama’s Banishment (Auckland: Heinemann Educational, 1979) and Subramani, ed., 
The Indo-Fijian Experience (St. Lucia: University of Queensland Press, 1979). 

26. Vijay Naidu, “Girmit 1979: An Evaluation,” Review (SSED, University of the South 
Pacific), May 1, 1980, p. 7. 

27. Mosese Waga Vonovono, “Firs Multiracialism: Fact or Farce,” Spirits (University of 
the South Pacific Students Association, 1978), p. 22. 
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Thus, there is a danger that India’s cultural diplomacy in Fiji will be- 
come an unwilling ally of Fiji government policy.and will not serve the 
long-term interests of India or Fiji-Indians. Nor is it easy to identify mate- 
rial benefits to India flowing from its cultural presence in Fiji, partly be- 
cause of the peculiar balance of political and economic forces between 
India and Fiji. Where the discrepancies in power are too great between 
states engaged in cultural relations, the more powerful may tend to exag- 
gerate its influence, or an exclusively donor-client relationship may eventu- 
ate, and resentment will be generated in the weaker state. India is only too 
conscious of Fiji’s mini-state stature, and even the 310,000 Fiji-Indians are, 
in the final analysis, expendable when compared to the 650 million people 
of India. At the same time, however, Fiji's GNP per capita is about nine 
‘ times that of India, and Fiji is the recipient of a wide variety of aid from an 
impressive number of countries. In addition, its identity is distinctly South 
Pacific rather than Asian, and in many ways it is tied into the Australasian 
circuit. | 

The above dynamics help explain the weak economic relationship be- 
tween Fiji and India. Technical expertise, investment, aid, and trade are 
the four components of a bilateral economic relationship. In the first, In- 
dia with its vast reservoir of skilled talent and experience has much to offer 
Fiji, but Fiji’s experiences in the matter have not always been happy. Indi- 
ans sent overseas as technical experts have an unfortunate tendency to 
strive toward absorption into the local better-paid cadres of host countries; 
this has been noticeable in Fiji in the case of Indian agriculture, fisheries, 
and forestry advisers. Indian investment in Fiji is virtually nonexistent, 
partly because of the small scale and partly out of fear for the long-term 
future of Indians in Fiji. New Delhi cannot compete in international aid to 
Suva and even the potential for trade has not been fully realized. Fiji’s 
Commerce Minister complained that “what little there is exists in spite of 
Indian lethargy.”28 

Probably the most important obstacle to increased Fiji-India trade is the 
absence of direct shipping links. Transshipment of Indian commodities via 
Auckland or Sydney dramatically raises freight costs and effectively de- 
stroys the competitive edge against products from other countries. It also 
complicates the problem of meeting delivery schedules. Interest in Indian 
goods, aroused by the 1972 and 1976 trade fairs, died in the face of these 
formidable obstacles. So despite the potential for Indian exports to Fiji, 
-the relevance of much of Indian manufacture and experience to the people 
of Fiji, and the links of ethnicity between the two, less than 1.5% of Fijian 


28. Quoted in Sunanda K. Datta-Ray, “India’s Ties with Fiji,” The Statesman, August 23, 
1979. 
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imports come from India, and Fijian exports to India are also negligible. 
Indian diplomats as well as Fiji-Indians have suggested the possibility of a 
regular service being established by the government-owned Shipping Cor- 
poration of India. The corporation decided against the venture because 
- the existing volume of trade would make the service uneconomic; it de- 
manded an assurance of a five-fold increase in the volume of cargo for the 
project to be commercially viable. The net result is that activities in Suva 
promoting an awareness of India’s industrial base, technological skills, ag- 
ricultural breakthroughs, and cottage industries expertise become frustrat- 
ing exercises in futility. 


Conclusion 

India’s policy toward overseas Indians is conditioned by two factors. 
First, any Indian government must acknowledge that ties of ethnicity and 
culture constitute powerful bonds. Accordingly, no Indian government 
can be totally oblivious to the welfare of Indians settled abroad. Second, 
such concern, however, must be tinged with circumspection, for in interna- 
tional affairs the line between legitimate interest and unwarranted interfer- 
ence in domestic policy can be very thin indeed. In the case of Fiji- 
Indians, New Delhi has threaded the dilemma finely but on the whole suc- 
cessfully. At the diplomatic level, India maintains correct yet warm rela- 
tions with the government of Fiji, and through the government with all the 
peoples of Fiji. Large concentrations of overseas Indians are also found in 
Guyana, Mauritius, Surinam, and Trinidad and Tcbago. . In these coun- 
tries, the presence of large migrant populations of Indian origin means that 
cultural relations and foreign policy (toward overseas Indians) intersect 
directly. Diplomatic skills required to cater to local requests without of- 
fending local sensibilities are accordingly in particular demand. India pol- 
icy vis-a-vis Fiji as well as toward other outposts of overseas Indians could 
well serve as a model for other countries in managing their relations with 
large overseas populations. 
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South Asia has carried the dubious distinction of being 
“the only region in the world without even a rudimentary regional organi- 
zation”! for too long. This may partly be attributable to the internal con- 
tradiction of the region—unity vs. diversity. If South Asia is perceived as 
one homogeneous colonial unit of the British Raj, then the absence of a 
regional framework for cooperative interaction is surprising; but digging a 
little deeper, one uncovers the heterogeneity of South Asia and is even 
more surprised at the progress the region has actually made toward insti- 
tutionalizing regional cooperation since the initiative was taken by the late 
President Ziaur Rahman of Bangladesh in 1980. 

That South Asia is among the last to attempt the politics, or more pre- 
cisely the economics, of cooperation is not without logic. Whatever hap- 
pens or fails to happen in the context of South Asian cooperation is 
inextricably woven into the matrix of Indo-Pakistani relations. Since inde- 
pendence in 1947, the politics of India and Pakistan can unhesitatingly be 
characterized as the politics of conflict, for which the absence of any coop- 
erative machinery was more welcome than its presence. 
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The Geopolitics of South Asia 

Lord Curzon’s “fortress India,” with a mountain wall on the north and the 
sea on the other two sides, approximates the South Asia of today: the 
seven nation-states of India, Pakistan, Bangladesh, Nepal, Sri Lanka, Bhu- 
tan, and the Maldives.? In the constellation itself, “India may be described 
as the dominant major power, Pakistan as a significant and reasonably co- 
hesive middle power, Bangladesh as a weak and dependent middie power, 
Sri Lanka and Nepal as weak small powers and Bhutan (and the Maldives) 
as a mini-state.”? The region’s nearly one billion people, 20% of the 
world’s population, live on just 3.1% of the world’s land area and are 
among the poorest and the most underfed, with the highest infant mortal- 
ity and least public expenditure per capita on health and education. The 
standing of the South Asian states as compared to the world and in rela- 
tion to each other is given in Table 1. 

Another peculiarity of the region is that all other states are contiguous 
to India or in close proximity to it but none shares a border with any other 
South Asian nation. India, the core country in South Asia, has 72% of the 
region’s area and 77% of its population, and generates 78% of its GNP. 

Socio-culturally, South Asia is both homogeneous and heterogeneous. 
The colonial heritage endowed it with political and administrative systems 
and an extensive communication network. But culturally, ideologically, 
and ethnically, the region is very diverse. India alone has 14 official lan- 
guages, 80 principal dialects and 550 subdialects, 6 major religions, and 
immense ethnic diversity. 


Progress Toward SARC 


In the context of South Asian regional politics, Nepal and Sri Lanka, even 
if they had had the imagination, lacked the political weight to float the 
idea of a regional cooperative framework and see it through to fruition 
against the strong tide of the hostile Indo-Pakistani relationship. It was 


2. Researchers differ on the precise delineation of boundaries for regional systems/subsys- 
tems and South Asia is no exception. Some have argued that the boundaries of South Asia 
extend to the same limits as the strategic parameter of the British Raj, which at that time 
included Afghanistan, Sinkiang, Tibet, and Burma. With the emergence of SAEC, the con- 
sensus tended to build around the seven countries only, though some scholars still include 
Afghanistan in South Asia. 

3. Pervaiz Iqbal Cheema, Conflict and Cooperation in the Indicn Ocean: Pakistan’s Inter- 
ests and Choices, Canberra Papers On Strategy and Defence, No. 23 (Canberra: Australian 
National University, 1980), p. 18, quoting Norman Palmer. Parentheses added for the 
Maldives. 
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only after 1971, therefore, when Bangladesh had emerged as an indepen- 
dent state and the Simla accord was concluded between India and Pakistan 
renouncing the use of force in settling their disputes, that such a move 
could be considered feasible. 

President Ziaur Rahman first discussed the proposal during his visits to 
India, Pakistan, Nepal, and Sri Lanka during 1977-80, and then dis- 
patched a letter in May 1980 to the six heads of state in which “he not only 
applauded the recent developments which had created a better climate of 
understanding but also underlined the urgency of institutional arrange- 
ments’’* for regional cooperation among the South Asian states. While 
proposing a summit level meeting, he stressed the benefits of institutional- 
ized regional cooperation that neither implied formation of a new bloc or 
alliance nor compromised any principle of nonalignment. 

Though, according to Foreign Minister Shamsul Huq of Bangladesh, all 
six other countries of South Asia supported President Rahman’s proposal 
in principle, neither India nor Pakistan was enthusiastic. Both rejected the 
proposal for a summit meeting, preferring instead to have lower level offi- 
cials lay the groundwork for a ministerial meeting. If that yielded results, 
a summit was to follow, once adequate and substantive ground for its suc- 
cess had been covered. 

India’s reluctance was the result of its fears that the proposai was an 
attempt by its smaller neighbors to gang up against it. Nonetheless, India 
publicly endorsed the concept since it did not want to be labeled as the one 
to have stifled the idea. Pakistan’s hesitations stemmed from its Indo-pho- 
bia, a fear that such an association would provide India an opportunity to 
-institutionalize its dominance over the South Asian region in general, and 
Pakistan in particular. Pakistan, however, may have been prompted to 
accept the proposal on the basis that if it did not, it could be left out of the 
arrangement and become isolated in the region. Thus, a low-profile begin- 
ning would serve the ends of both countries. In an editorial, the weekly, 
Dawn, also recommended that “a beginning made cn a modest scale is 
more likely to succeed.”> 

Another factor that weighed in the decision-making process of both In- 
dia and Pakistan was an intensification of superpower rivalry in tke region 
following the Soviet intervention in Afghanistan in December 1979. India 
saw in the proposal some opportunity of drawing Pakistan away from an 
emerging Pakistan-U.S.-China axis, while Pakistan hoped that India’s 


4. Pramod Kumar Mishra, “Towards a Framework of South Asian Regional Cooperation: 
Colombo To Kathmandu,” Foreign Affairs Reports, 31:12, December 1982, p. 213. 
5. Editorial, Dawn (Karachi), May 29, 1980. 
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presence within a South Asian cooperative framework might reduce the 
intensity of Indo-Soviet collusion aimed at the integrity of Pakistan. 


THE BANGLADESH WORKING PAPER 

Once the proposal for SARC had been accepted, albeit at the level of offi- 
cials, Bangladesh prepared a working paper and sent it to the other South 
Asian countries on November 25, 1980. In addition to including a “force- 
ful plea for promoting” a climate of trust and confidence for greater polit- 
ical understanding, the paper highlighted the uneven levels of development 
in the region and suggested modalities for their rectification; stressed the 
advantages of a regional approach to international problems; accepted the 
“step by step” strategy culminating in a summit conference to take up 
contentious issues in the broader perspective; tentatively identified eleven 
areas for cooperative activities; and finally, “gave some thought to the fu- 
ture possibility of an institutional framework for South Asia.’’® 


THE COLOMBO MEETING: APRIL 21-24, 1981 

In pursuance of the Dhaka proposal, the foreign secretaries of the seven 
South Asian states formally met in Colombo in April 1981.7 Undoubt- 
edly, as Foreign Secretary S. A. M. S. Kibria of Bangladesh said, it was 
“an occasion of historic significance. For the first time. . . the representa- 
tives of seven nations of South Asia are formally assembled to consider the 
proposal for cooperation on a regional basis for the common good of the 
peoples of the region.”’® The Nepalese representative also emphasized that 
“programmes could be designed to serve the basic human needs.” Both 
the foreign secretaries raised “the common apprehensions of all small 
states in the region of any possible dominance by New Delhi,” and hoped 
that SARC would function for the common good of all states. 

Although all the states agreed to cooperate within the regional frame- 
work, the meeting revealed major differences between India and Pakistan 
on the one hand and the smaller countries on the other on the question of 
institutionalizing the regional cooperation scheme. Neither Pakistan nor 
India favored the creation of any institutional arrangement at this stage. 


6. For a more detailed analysis of “Bangladesh Working Paper,” see Pramod Kumar 
Mishra, “Towards a Framework.” 

7. For more details of the foreign secretaries meetings, see Samina Ahmed, “South Asian 
Regional Cooperation,” Regional Studies (Islamabad), 1:3 (Summer 1983); Pramod Kumar 
Mishra (for first two meetings only), Strategic Studies (Islamabad), 5:4 (Summer 1982), 
pp. 6-8. 

8. Pramod Kumar Mishra, Strategic Studies, 5:4, p. 217, quoting Meeting of South Asian 
Foreign Secretaries, 21-24 April 1981, Verbatum Records (VR), Colombo, Mimeo, p. 9. 
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They advocated a more cautious step-by-step approach “without forcing 
the pace.” Riaz Piracha, Pakistan’s foreign secretary, said that “we should 
make sure that there is not too much sail on a very small hull. Otherwise, 
a sudden gust of wind and the boat keels over. Let us build the structure 
of cooperation brick by brick and on solid and secure foundation for then 
alone will it endure.”? 

In the joint communiqué, the more cautious approach of India and Pa- 
kistan to let an institutional framework follow rather than precede func- 
tional arrangements was accepted. The Colombo Conference also 
formulated basic principles to guide further interaction within the South 
Asian regional framework. In the communiqué, the principle of “unanim- 
ity” was accepted, thus giving the veto right to all states, and it was also 
agreed that “bilateral” and “contentious” issues would not be debated. 
The main outcome of the Colombo Conference was the separaticn of polit- 
ical and economic issues. . 

It was agreed, as an initial step, to set up five Study Groups, and a coor- 
dinator was appointed for each: (1) Agriculture (Bangladesh); (2) Rural 
Development (Sri Lanka); (3) Telecommunications (Pakistan); (4) Meteor- 
ology (India); and (5) Health and Population Activities (Nepal). 

The Study Groups were to examine the scope and potential of regional 
cooperation in their particular fields and were to make specific recommen- 
dations to the next meeting of the foreign secretaries. A Committee of the 
Whole, comprising senior officials of the seven counzries with Sri Lanka as 
coordinator, was set up to identify and report on other potential areas of 
cooperation. 


THE KATHMANDU MEETING: 

NOVEMBER 2-4, 1981 
The foreign secretaries held their second meeting in Kathmandu. After 
reiterating their conviction that regional cooperation was “beneficial, de- 
sirable and necessary,” they reviewed the progress achieved since the April 
meeting. As at Colombo, differences persisted on the issues of an early 
summit conference and the institutionalizing of SARC between India and 
Pakistan on the one side and the smaller South Asian states on the other. 
Again, the viewpoints of India and Pakistan prevaiied. Bangladesh’s For- 
eign Secretary H. R. Chaudry, while applauding the remarkable “degree of 
mutual accommodation that was reached despite differences and con- 
straints in national perception and orientation of the individual countries,” 
said that “the concept of regional cooperation had reachec a takeoff 
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stage,” and in the absence of an institutional framework, regional coopera- 
tion would be “relegated to the realm of the ideal.” 

The foreign secretaries considered and endorsed the recommendations 
of the five Study Groups. They also worked out appropriate modalities for 
implementing the recommendations. It was decided to convert the Study 
Groups into Working Groups with rotating chairmanships. The main task 
of the Working Groups was to draw up comprehensive programs of action. 
Three additional studies were initiated: (1) Transport (the Maldives); 
(2) Postal Services (Bhutan) and (3) Scientific and Technical Cooperation 
(Pakistan). The report of the Committee of the Whole was presented and 
endorsed by the foreign secretaries, who also agreed in principle to a meet- 
ing of the foreign ministers before the end of 1982 and to hold the next 
foreign secretaries meeting in about six months in the Maldives or Paki- 
stan. 


THE ISLAMABAD MEETING: 

AUGUST 7-9, 1982 
The meeting at Islamabad was the third in the series at the foreign secre- 
taries level. In his inaugural address, Foreign Minister Sahabzada Yaqub 
Khan reaffirmed Pakistan’s strong commitment to “the concept of re- 
gional cooperation as an important vehicle for the establishment of mutual 
confidence and promotion of good neighbourly relations in the region.” 
However, he cautioned against overoptimism and “dramatic break- 
throughs as borne out by ASEAN and EEC, which has confirmed the wis- 
dom of step-by-step approach.” !° 

The meeting endorsed the recommendations of the five Working 

Groups. After studying and approving reports from the additional three 
Study Groups set up at Kathmandu, the foreign secretaries converted 
them into Working Groups. The meeting also agreed to constitute two 
more Study Groups—one in Sports, Art, and Culture, and the other in 
Planning and Development.'!! The Committee of the Whole was tasked to 
prepare, on the basis of reports of the Working Groups, 


an integrated programme of action in the agreed areas of cooperation and to 
recommend modalities and mechanisms for implementation, coordination and 
monitoring of the agreed programme of action, and to the extent possible, pro- 
vide indications of the financial implications of the short term component of the 
integrated programme of action and recommend funding modalities and ar- 
rangements for its long term component.!* 


10. Pakistan Times (English news daily, Lahore/Rawalpindi), August 8, 1982. 
11. The Rising Nepal (English news daily, Kathmandu), August 11, 1982. 
12. The Bangladesh Observer (English news daily, Dhaka), August 11, 1982. 
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In the Islamabad meeting, a major decision to raise the level of consulta- 
tions among the regional countries was taken. The foreign ministers were 
scheduled to meet in mid-1983 and Pakistan’s foreign minister was asked 
to contact his counterparts to fix the date and venue. Another foreign 
secretaries meeting, the fourth, was scheduled for February or March 1983 
to work out details for the ministerial-level meeting, which was expected to 
provide additional stimulus and political guidance to regional cooperation. 


THE DHAKA MEETING: MARCH 28-30, 1983 

The agenda for the fourth meeting of the foreign secretaries was essentially 
set to prepare the ground for the political-level meeting of the foreign min- 
isters to be held August 1~3 in New Delhi, and to consider the report of 
the Committee of the Whole on an “Integrated Programme of Action” 
(IPA) for regional cooperation. Inaugurating the meeting, Bangladesh 
Foreign Minister A. R. Sham ud-Doha expressed the belief that the cur- 
rent endeavor toward South Asian regional cooperation had, through a 
climate of trust and goodwill, passed from the critical stage of “prepara- 
tory buildup” and reached the “‘phase of implementation.” 

The foreign secretaries endorsed the IPA and decided that it would be 
formally launched at the ministerial meeting, which was to be preceded by 
a foreign secretaries’ preparatory meeting in New Delhi on July 28-29. 
The emphasis of the meetings was now changing to explore the mechanics 
for implementing the IPA. It was agreed that funding would come from 
the member-countries, and a committee at the foreign secretarial level was 
established to coordinate and monitor implementation. Offers of assis- 
tance to SARC from the European Economic Community and the Inter- 
national Telecommunications Union were welcomed. 


THE NEW DELHI FOREIGN MINISTERS’ 

MEETING: AUGUST 1-3, 1983 
The first-ever meeting of the seven foreign ministers of South Asian coun- 
tries was held in New Delhi under the shadow of a severe Tamil commu- 
nal crisis in Sri Lanka resulting in charges and countercharges between Sri 
Lanka and India. The fact that the Sri Lankan foreign minister still man- 
aged to attend surprised everyone. On the one hand, the crisis highlighted 
how important SARC was to the countries of the region but, on the other, 
how vulnerable it was to regional or even domestic issues. In her inaugu- 
ral address, Indira Gandhi described South Asia as a “troubled region” 
and said: “I am glad we are making a beginning. We have our political 
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differences but economic cooperation will give a strong impetus to closer 
friendship and greater stability in South Asia.”}> 

Some writers emphasized that the primary task before the foreign minis- 
ters was “to give concrete shape and provide a structural framework to a 
movement which has so far been discussed Only at the official level.” 14 
The foreign ministers too expressed their determination to take the SARC 
idea “beyond mere rhetoric,” and the two-day meeting was remarkable for 
the atmosphere of cordiality and comradeship that pervaded it. 

No one expected dramatic breakthroughs; nor did they happen. The 
foreign ministers approved an IPA that covered agriculture, health, trans- 
port, telecommunications, meteorology, cultural affairs, and sports. Trade 
and industrialization were not included in the agreement. They also de- 
cided to meet at least once a year “which takes the birth of SARC one step 
ahead of ASEAN which started far less ambitiously and was originally 
limited to the meeting of officials only.”'> Another area of agreement was 
that only multilateral questions and issues suitable for cooperative solu- 
tions would be discussed—i.e., bilateral issues would not be raised. The 
ministers also endorsed the principle of unanimity to govern the selection 
of issues and the running of SARC. They decided not to establish a per- 
manent secretariat at this time, agreeing instead that the foreign secretaries 
will function as a committee to approve a specific project, allocate funds, 
and oversee its implementation. Neither was a summit meeting envisaged 
for the immediate future. Even in the case of ASEAN, the first summit 
meeting took place nine years after the association’s founding.!® 


The Problems 
In a short span of time, from April 1981 to August 1983, SARC held five 
meetings at the foreign secretaries level (including the preparatory meeting 
in Delhi) and one at the foreign ministers level, in addition to many other 
meetings of officials of the seven countries. What has actually been 
achieved is substantive if viewed against the immensity of the problems 
besetting this region. Without belittling the efforts and achievements, it 
can be said that the unanimity reflected comes more from agreement on 
what not to talk about and what not to do to keep the process alive than 
what to discuss and what to do to make it succeed. In the politics of South 
Asia, sagacity demanded that the beginnings be very modest and low-key, 


13. Quoted by Dilip Bobb, “Harbingers of Hope,” India Today, August 31, 1983. 

14. Gopal Sharma, “The Regional Scene,” The Rising Nepal, April 1, 1983. 

15. Dilip Bobb, “Harbingers of Hope.” 

16. Dieter Braun, Suedasien-zwisehen-Konflikten un Zusammenarbeit (Ebenhausen: Stif- 
tung fuer Wissenscnaft and Politik, 1983), p. 134. 
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but it is equally essential that facts be faced today in order that answers be 
found tomorrow, rather than just let the region slide toward a precipice. 


INDIA'S REGIONAL ROLE 

The most obvious and most recounted problem pertains to India’s size. 
Dieter Braun writes, “India’s insoluble dilemma ir. its own subregion has 
its roots in India’s size and concomitant natural superiority in all areas 
that constitute power.”!” P. Mukhopadhyay comments that “India looms 
all the larger on the horizon of its neighbours. They betray all the com- 
plexes of a big-small state relationship, but their misgivings are unfounded. 
India has no territorial ambitions nor has it any ideology ta export.”}8 
India is many times the size and has the power potential of all the other 
South Asian countries combined—a fact which neither India nor the other 
states can do much but accept. 

The problem is that India’s neighbors are all apprehensive of its poten- 
tial to dominate the region, and this fear stems not from its size or poten- 
tial, but from uncertainty regarding its regional role. If size and potential 
alone were the determinants of the nature of interstate relationships, then 
the concerns of Mexico and Canada over the power potential asymmetry 
between them and the United States should be the same, if not greater, 
than those afflicting the South Asian states. Power in the hands of a friend 
is a source of strength; with a possible adversary, a source of threat. In- 
dia’s track record in dealing with its smaller neighbors in general and with 
Pakistan in particular only adds to their anxiety. 

Indian attempts to justify Soviet intervention ir. Afghanistan, while en- 
gaged in a process of continued and massive militarization, evoked fears in 
neighboring countries “that the Indian positión on the Soviet action 
amounted to creating legitimacy for the right of powerful nations to pre- 
emptive intervention in smaller countries.”!9 Bharat Wariavwala says: 
“Thus, when the Soviets compare their intervention in Afghanistan with 
ours in Bangladesh, it cannot but elate the realists. In the Soviet compari- 
son they see a green signal for India to embark on such a course, should 
the need arise again.” Former Foreign Secretary T. N. Kaul’s call for a 
Monroe doctrine for the subcontinent is, according to Wariavwala, 
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secretly desired by many Indians. An India assuming the right of intervention 
in the region under the Monroe doctrine will surely need the overall protection 
of the Soviet Union and probably it will extend such protection. Just as the 
Soviet Union has made Vietnam the bully boy of Indo-China, it would like to 
see India assume a similar role in the sub-continent.7° 


While these factors provided India’s neighbors cause for concern, no 
regional state, in spite of India’s stand on Afghanistan and Kampuchea, 
expected it to act as a Soviet “‘bully-boy” in the subcontinent. India can 
generate enormous goodwill by reassuring surrounding states that its re- 
gional aspirations do not impinge on the sovereignty and territorial integ- 
rity of any one of its neighbors. 


ARMS RACE 

Another former Indian foreign secretary, Jagat S. Mehta, writes that “gen- 
erally it is believed that the new twist to the sub-continental arms race 
started with the Janata Government’s decision to buy 150 subsonic low 
flying Jaguar strike aircraft (in effect bombers) which could only be used 
against Pakistan.”*! It is not just this one weapon system that worries the 
South Asian states, but the complete modernization program of the Indian 
defense forces that increases fire power and strike capability many times.?? 
The cost of the arms acquisitions has been put by Jagat Mehta at between 
8 billion and 10 billion dollars, in spite of the fact that the Soviet Union 
sells the equipment to India at rates far below current prices in Western 
markets. 

What disturbs the neighboring states, particularly Pakistan, is the ques- 
tion of the real object of such a massive war machine, which can only be 
used in the plains and not against China in the Himalayan mountains. 
This preponderance of military power is possibly intended to impose an 
Organski model on the region, in which preponderance of power in one 
country automatically leads to a state of peace. Apart from the fact that 
this would be resented and resisted, it goes against the spirit of regional 
cooperation. In this particular context, the Indian policy seems to run 
counter to its own objective of keeping the region free of superpower ri- 
valry. It is India’s own arms race that provides the opportunity for super- 
power exploitation. The brief history of India and Pakistan convincingly 
demonstrates this action-reaction phenomenon. Whenever Pakistan has 


20. Bharat Wariavwala, “Timid Search for Status,” p. 24. 
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been under intense pressure from India, it has looked beyond the region 
for succor and resorted to damage-limitation policy—to the United States 
in the early 1950s after the events of 1947-49, to China after 1965, to the 
Muslim bloc after 1971, and again to the United States after the Soviet 
intervention in Afghanistan. Conversely, whenever Pakistan has. felt less 
threatened, it has looked inwards and attempted normalization of relations 
with India—an offer of joint defense in 1959 when Pakistan militarily was 
at its strongest relative to India, the Simla Agreement in 1972 once it had 
rehabilitated itself after 1971, and an offer of a “non-aggression pact” in 
1981 after it obtained a $3.2 billion package deal from the United States. 
This empirical evidence, that militarily the more threatening India be- 
comes, the more determined is Pakistan’s attempt to countervail it, should 
guide Indian policy. Only when Pakistan feels safe enough (not implying 
parity) does it look inward and feel itself in a position to establish cordial 
relations with India. That is the time when SARC would take a leap for- 
ward. 

Vietnam and Afghanistan have very clearly demonstrated the limita- 
tions to the use of force, even by the superpowers. Wariavwala has drawn 
a very valid conclusion: “The fact that we simply don’t have the power to 
dominate the sub-continent should be clearly faced.”?> He further writes 
that with military power alone, India cannot arrive at a settlement of out- 
standing disputes—not even with Nepal or Bangladesh. 

If India and Pakistan can agree to limit their arms race, even before the 
resolution of outstanding disputes, very substantial resources would be re- 
leased for much-needed economic progress in the region where 300 million 
people do not get a second meal. Both Pakistan and India need to consider 
the vital question of whether the arms race has enhanced the security of 
their respective countries. The answer is an obvious “no.” They both are 
buying less and less security with more and more money. In pure eco- 
nomic terms, the cost of war for both has risen so high that going to war 
for any outstanding dispute would not be cost effective irrespective of the 
outcome. Statesmanship demands that both sit down and take measures to 
reverse the arms race process; only then can the spirit of regional coopera- 
tion hope to flourish. 


RESOLUTION OF DISPUTES Lh 
The region, unfortunately, has many unresolved disputes, and India is. in- 
volved in almost all of these problems. There is growing realization in 
both India and Pakistan that in an atmosphere of unresolved disputes, 
there are clear limits to the progress of regional cooperation among the 
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South Asian states and also to India’s broader aspirations. Given the 
political will, there is no dispute that cannot be resolved but neither can 
there be regional cooperation without give and take. 

The member countries of the Gulf Cooperation Council (GCC) had ma- 
jor territorial disputes involving substantial economic stakes. Saudi Ara- 
bia, many times the combined area and wealth of all other GCC states, 
realized that regional cooperation could not be truly established if these 
disputes continued. With an intense diplomatic effort and Saudi Arabia’s 
magnanimous attitude toward its smaller neighbors, all the disputes were 
resolved in a short time and the countries were able to launch their re- 
gional cooperative framework without carrying the burden of unresolved 
differences. 

Even in South. Asia, in the years of Janata rule (1977-79), Indian foreign 
policy aimed at resolving old problems, deescalating the arms race, and 
forging bilaterally and multilaterally a framework for stability and regional 
cooperation in the subcontinent. In 1976, Pakistan withdrew its long 
pending complaint with the International Aviation Agency asking for 
monetary compensation from India for the interruption of PIA flights be- 
tween the two parts of Pakistan. In the same period, Pakistan acted with 
skill in handling a hijacking incident involving an Indian civil aircraft. 
Another important dispute resolved during this period was the signing of 
the Salal Dam Agreement in April 1978, involving a compromise over the 
design of the dam on the upper reaches of the Chenab River in Indian 
Kashmir. Even on the problems at Farakka pertaining to the sharing of 
Ganges water, India held negotiations with Bangladesh and their differ- 
ences were narrowed. 

There is an urgent need to attend to the resolution of regional problems 
on a bilateral basis. Problems cannot be wished away as P. 
Mukhopadhyay tends to suggest: “Pakistan continues to hold that Kash- 
mir remains a matter of dispute with India, though it has been agreed 
under the Simla Agreement that resort to war needs to be avoided.”?4 In 
the resolution of bilateral problems, the initiative has to come from India 
and the future success of SARC will depend to a large extent on how India 
handles the existing bilateral political problems. Pakistan’s “no-war” pro- 
posal indicates that there is a lot of awareness of the need to improve the 
political climate in South Asia and that the opportunity should not be al- 
lowed to slip by. As A. Hariharan suggests: 


Before trying to persuade 101 nations to speak with one voice, before converting 
the super powers to abandon the path of belligerence, before making the whole 
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world safe for democracy, we should get the External Affairs Ministry to resolve 
the Kashmir issues, the Farakka dispute, the future of citizens of Indian origin 
in Sri Lanka, the trading facilities that Nepal wants. 


Narasimha Rao can as well go to Islamabad and “gherao” his counterpart until 
they both agree on the terms for a settlement of Kashmir. If Farooq Abdullah 
says he must be heard, let him form part of the team.2> 


India would find people very willing, in fact eager, to resolve their mutual 
disputes in all four corners of its neighborhood on terms consistent with 
Indian interests. 


IMAGES OF INDIA 
India’s sensitivity about its image is reflected in K. Subrahmanyam’s ques- 
tion: : 


How should India—a country which is within the top 12 industrial producers of 
the world, has the fourth largest armed force, is a nuclear power, has launched 
satellites and has the world’s second largest population—be viewed by its neigh- 
bors and the international systems?2° 


The answer provided by Subrahmanyam himself seems to suggest that In- 
dia should be accepted as a major power. Indian claims to “regional pre- 
ponderance” and “major power” status are based on the events of the 
1970s, as Wariavwala writes: 


At any rate, once we reshaped the sub-continent to our liking in 1971, we took 
various steps to further our regional dominance: Sikkim was integrated and 
attempts (unsuccessful) to install our men in Dacca were made after the assassi- 
nation of Mujib Rahman in August 1975. Again, there was no great determina- 
tion to push forward our regional design, but the design was unmistakably 
there.27 


In their attempts to get India accepted as a dominant regional power, 
the Indians have only succeeded in projecting it as the domineering re- 
gional power. The South Asian states accept India’s dominant position in 
the region, but are not enthusiastic about a domineering India. Perhaps it 
would be useful for India to refrain from oft-repeated reminders of its size 
and power potential and instead prove its claim to big power status by 
exhibiting more magnanimous behavior toward its neighbors. 
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One obvious result of this lack of adjustment to the realities of the re- 
gion is the Indian perception of it as a “strategic entity” and “Oxus and 
Hindukush as the strategic frontiers of the subcontinent.”2® South Asia 
may at best be seen as a geographic entity, but any reference to it as a 
“strategic entity” would presuppose a commonality in threat perception 
which, up to now, is far from reality. Searching for the cause of this dis- 
tortion of perceptions, Inder Jit writes that 


we in this country, no matter whether it is in relations to Pakistan, Sri Lanka, 
Nepal or beyond to Kampuchea, Indonesia or any other country, we tend to live 
in a world of make believe. We insist on our own viewpoint and assert it is the 
only one. I think we must learn to appreciate the other side of the case also.” 


Indian writers have pointed out on many occasions that if India were to be 
guided in its relations with regional states by the advice it renders to the 
superpowers on international issues, the neighbors would find no cause for 
alarm. 

Another expectation of the small regional states regarding the Indian 
role was indirectly set forth by President Zia ul Haq of Pakistan during his 
meeting with Prime Minister Indira Gandhi in Delhi where he had gone to 
attend the Non-Aligned Summit: 


I reminded Mrs. Gandhi of the success of ASEAN and asked her if I could tell 
her a story. (I said that) when I met President Suharto of Indonesia some time 
back, I asked him to give me one solid reason for ASEAN progress. He told 
me, “Indonesia, being the largest partner, has deliberately played a very docile 
role. That is why ASEAN has been a success.” I added, “Mrs. Gandhi, I leave 
the rest unsaid.”39 


The Potential 

Explaining the necessity of SARC, particularly in the economic field, the 
Bangladesh Working Paper said: “The efforts have not fully exploited the 
vast potential of regional cooperation that exists and the consequential 
benefit that this will bring, collectively and individually, to the countries of 
this region.” Collective economic benefit has been the main rationale as 
well as the drive behind SARC, but even economic cooperation is dictated 
so heavily by political constraints that it may be hard to exploit the re- 
gion’s potential. 
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At present, intraregional trade is a very small fraction of the total re- 
gional trade, just $2 billion out of a total of $40 billion, that is, 5%. Bilat- 
eral Indo-Pakistani trade in 1980 amounted to $40 million out of their 
overall foreign trade turnover.of over $8 billion for Pakistan and $20 bil- 
lion for India.*! In the case of Bangladesh, only 4% of its imports and 
7.5% of its exports are regional.3? India’s trade in the region amounted to 
only 4.32% of its exports and a mere 0.78% of its imports in 1979-80. In 
1980, however, nearly 65% of Nepal’s total imports ($233 million of $345 
million) came from India, of which a substantial part (47% in 1978-79) 
was under quota allocations that Nepal had to import from India, even if 
the prices of some of the commodities were higher than on international 
markets. Once SARC takes root, it is hoped mutually advantageous trade 
on a regional basis would flourish. 

Another feature of the intraregional trade is its heavy imbalance in favor 
of India. The main cause for lopsided trade lies in the relative level of 
development and other economic disparities in South Asia. While the 
South Asian states may be eager to increase trade among themselves, they 
find that their economies lack complementarity and are sometimes highly 
competitive. India and Bangladesh have a common interest in maintaining 
jute prices, but they fiercely compete for the same markets abroad. The 
case is the same between India and Pakistan over carpets and textiles, and 
between India and Sri Lanka over tea. Because of these problems, the 
scope of cooperation through SARC has been limited to a few relatively 
insignificant areas. Substantive issues of trade and industry have not yet 
formed part of the cooperative effort because Pakistan and other smaller 
countries are apprehensive that unregulated trade with India could se- 
verely hurt their newly emerging industries. Pakistan’s caution on liberal- 
izing trade with India also stems from its experience of the mid-1970s. In 
1975-76 when trade with India was conducted on a government-to-gov- 
ernment basis, Pakistan’s exports amounted to 149.5 million rupees and 
imports to 12.7 million rupees, but when in 1976-77 the trade shifted to the 
private sector, Pakistan’s exports dropped to a mere 1.2 million rupees 
whereas imports jumped to 235.7 million rupees.** The economic over- 
view of the region may not inspire optimism, but given the political will to 
move toward meaningful cooperation, the potential is substantial. 

South Asia’s energy resources are far from adequate, but the potential 
for hydroelectric power in the Himalayas is enormous, if only Nepal’s 
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“vast water resources could be used for the industrialization of the sub- 
continent since its river system has the potential for providing 83,000 MW 
of hydroelectric power, equal to the combined installed capacity of Can- 
ada, the United States and Mexico.”* Once the region develops even part 
of this vast potential, it will solve many of the problems of the North In- 
dian states, chronically short of power. Subsequently, Bangladesh and 
even Pakistan could benefit from it. With India’s assistance, the Devighat 
scheme (38 MW) was undertaken by Nepal. From the regional stand- 
point, the proposed Karnali project in Nepal, with generating capacity of 
3000 MW, is significant since much of its production is meant for export to 
India and Bangladesh. But its expected cost ($11.5 billion) will require a 
regional financing approach as well as international cooperation.*> 

Another issue related to Nepal’s water resources is the allocation of 
Ganges water at Farakka between India and Bangladesh. An amicable 
answer could be found more easily in a regional framework, treating this 
as an economic rather than a political problem. Nepal holds the key to 
flood control and “it would be possible to raise the dry season flow at 
Farakka to an estimated 75,000 cusecs from the present figure of 55,000 
cusecs,”® opening the way for a mutually beneficial settlement of the long- 
standing dispute. With the concept of SARC having become a reality, 
India might see merit in the Nepali and Bangladeshi viewpoint of treating 
the eastern waters issue as a trilateral one. 

Keeping in mind the economic strengths of various regional states, com- 
mittees of experts can recommend joint ventures to produce specific goods 
such as newsprint in Bangladesh and textile and sporting goods in Paki- 
stan at the most competitive price, treating the region as a single market. 
Many more production areas can be identified. The reason regional trade 
has been kept outside SARC is the size of the Indian economy and indus- 
try, giving India the ability to flood markets of other regional states with 
cheaper goods and, in the process, eliminate these states’ nascent and 
much smaller industries. India can afford to accommodate the economic 
concerns of its smaller neighbors as was expressed by the Statesman when 
it “felt obliged to encourage its government to shed old habits, vis-à-vis its 
weaker neighbors.”3’ The paper stated that India’s economy was sufti- 
ciently strong to pursue a policy of generosity instead of narrow self-inter- 
est. More recently, India has demonstrated such a shift in its economic 
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policy toward Nepal and Sri Lanka by entering into some joint ventures 
with them, essentially involving Indian financial support. In its trade ar- 
rangements with Sri Lanka, quotas of Indian imports were raised and pref- 
erential as well as buy-back clauses were introduced.*® It is hoped that in 
due course a better climate will also prevail between India and Bangladesh 
and India and Pakistan. Pakistan, for its part, also has offered some joint 
ventures, transit facilities, and educational opportunities to Nepal, but 
these were, as with India, on a bilateral basis. All such measures have the 
potential to eventually operate under the aegis of SARC. 

In some areas, harmonization of economic policies on a regional basis 
would result in immense benefits individually and collectively. Such areas 
already have been identified where fiercely competitive practices in inter- 
national marketing hurt countries of the region. SARC can play an impor- 
tant role in evolving a regional approach towarc pricing and export 
policies. 

Once SARC succeeds in producing visible economic gains and a climate 
of trust develops, there would be many areas where adjustments in policies 
would benefit the region. For example, Bangladesh and India compete to 
sell jute in an ever-shrinking market for jute and jute products. Since Ban- 
gladesh imports a substantial quantity of rice, it would benefit both if India 
gradually reduced its acreage under jute and increased that for rice, result- 
ing in a reduced competition for selling jute and increased production in 
rice to meet Bangladeshi needs. 

South Asia has a mystique of its own for the tourist-minded West. No 
other region of the world has the richness and diversity of South Asia in 
culture, history, and nature. Tourism has major potential from a regional 
perspective, if approached as an industry under SARC. 

Finally, in dealing with international economic issues, a “congruity of 
views regarding international economics and North-South relations al- 
ready exists between India and Pakistan and the need for increased coordi- 
nation and harmonisation of their respective positions on the internal 
economic front has been well recognized,”*? but what is needed now is to 
approach the problem on a regional basis through SARC. 


The Prospects 
For the last few years, South Asia has seen an unmistakable interplay of 
the politics of conflict and of cooperation. At present, the politics of con- 
flict is dominant but the mere fact that the politics of cooperation has 
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made a beginning in the strife and suspicion-ridden environment of South 
Asia gives grounds for optimism. 

“The centrepiece of South Asia’s political system is the Indo-Pakistan 
relationship,”*° to which the prospects of SARC are linked. Which path, 
conflictual or cooperative, the Indo-Pakistani relations take very largely 
depends on what role India chooses for itself in the region and what 
power-equation it decides on for itself. In the absence of a satisfactory 
resolution of conflicts between the two states, the mutual distrust and hos- 
tility will continue to simmer, even if the SARC comings and goings con- 
tinue. The more optimistic prognosis holds that the fallout effects of 
SARC will contribute to the resolution of conflicts, while the pessimists 
tend to ignore the possibilities opening up in the emerging cooperative re- 
gional framework. It may be more pragmatic to assume that in South Asia 
the resolution of conflicts will result in the economic and political success 
of SARC. SARC, at best, can lead the two to table but cannot make them 
talk. 

Another manifestation of the current political duality is the intensifica- 
tion of the arms race on the subcontinent, which almost coincides with the 
initiative in the late 1970s of an institutionalized regional framework. De- 
spite efforts at its containment, the arms race seems to have gathered a 
momentum of its own and constitutes the most potent threat to the future 
prospects of SARC. Pakistan, but even more so India, need to realize that 
a peaceful and stable South Asia will free their energies so they can play 
positive and major roles regionally and internationally. Then India, in 
concert with its regional partners ‘“‘can truly emerge as a bridge in a di- 
vided world.” The mere prospect that massive resources would be released 
from unproductive defense spending should urge the two to halt the arms 
race.*! 

The regional arms race is both the result and cause of divergent foreign 
policy and security perceptions. Unless some convergence of perceptions 
comes about, a reversal of policies is unlikely. Some satisfaction can be 
taken from the fact that the degree and level of interaction between aca- 
demics of the two countries has substantially increased resulting in nar- 
rowing the psychological, if not the strategic, divide. That people from 
academia of regional states have been able to meet and to discuss even 
sensitive security issues is an indication of the breaking of barriers. At 
governmental levels, the harmonization of perceptions should be pursued 
as an Officially declared policy objective. Even then it would prove fruitful 
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only in somewhat long term perspective; for South Asia, patience and per- 
severance is the name of the game. 

SARC was formally launched by the foreign ministers of the seven 
South Asian countries in early August 1983. There is no doubt that SARC 
is here to stay, though some may differ on how they see its pace of develop- 
ment. One cannot ignore the political and economic difficulties facing 
SARC, but one must acknowledge that it is a very young regional organi- 
zation and that the two-and-a-half year preparatory period between April 
1981 and August 1983 was scarcely long enough to overcome initial teeth- 
ing troubles. 

-In certain regional organizations, like EEC, politics may play a small or 
only peripheral role in the economic decisions of the organizations, but not 
so for South Asia where politics will dictate the degree of economic coop- 
eration, so that the prospect of the latter is tied to the progress of the 
former. Pakistan’s deliberate and cautious approach is based on its experi- 
ence with the Regional Cooperation for Development (RCD), which failed 
to take off because of the “absence of complementarity in the economies of 
the participating countries and fairly identical levels of economic and so- 
cial development’”’4?—-the problems SARC also faces. 

SARC has made a beginning; it has promise if India can help the region 
resolve bilateral conflicts and steer it to a sense of common political pur- 
pose—two essential requisites for success of the regional cooperative 
framework. If Pakistan, India, and Bangladesh succeed in achieving a 
breakthrough in their relationship, it would mean immense benefit for the 
people of the subcontinent. For this, “first and last, the challenge is for 
India to find the alchemy of trust with its small and sensitive neighbors.”43 
The major element of that alchemy will be India’s magnanimous attitude 
toward its smaller neighbors. The other countries too would need to 
match the magnanimity of India with their spirit of understanding and 
goodwill. Only then will the idea outlined in the Bangladesh Working Pa- 
per “for a better future, a future in which cooperation, mutual trust and 
understanding will be most important factors in consolidating peace and 
promoting progress and stability in the region” become a reality. 
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The South Asian Regional Cooperation (SARC) 
movement poses something of an enigma to many scholars and statesmen. 
This is mainly so because it deviates, in one very significant way, from the 
conventional patterns of regionalism and presents a contrast to its Euro- 
pean predecessors like the EEC and COMECON, and to its Asian contem- 
poraries like the Association of South East Asian Nations (ASEAN) and 
the Gulf Cooperation Council (GCC). 

An overriding feature of most of the regional cooperation arrangements, 
notwithstanding their diverse local characteristics and global concerns, has 
been the broad political harmony and strategic consensus among their 
member states. Such politico-strategic harmony has been a vital factor in 
stimulating and facilitating close and extensive cooperative linkages, in- 
cluding those in security and strategic areas. This is clearly evident in the 
ASEAN and the Gulf regions. The ASEAN and the GCC members not 
only have similar internal and external threat perceptions and security re- 
sponses but also share a regional approach to a broad range of global stra- 
tegic issues. As a result, the two organizations, ostensibly initiated to forge 
economic, cultural, and communication linkages, have increasingly as- 
sumed vital security functions, so much so that security functions seem to 
have taken precedence over everything else.! 
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SARC seems to be set on a different course in this respect. South Asia, 
sandwiched between the ASEAN and the Gulf regions, is characterized by 
political disharmony and strategic schism. These are rooted in such fac- 
tors as the wide variety of political systems, a number of unresolved bilat- 
eral issues, diverse nation and state-building strategies, the history of 
military confrontations between India and Pakistan, and the heavy imbal- 
ance (in favor of India) in military and economic capabilities.2 There has 
never been in South Asia the perception of a common threat nor even 
mutually sympathetic views toward the global strategic correlation of 
forces in spite of the fact that all the South Asiar countries have been 
members of the nonaligned movement (with the exception of Pakistan un- 
til 1979) and are committed to the U.N. resolution on the Indian Ocean as 
a Zone of Peace. The diverse strategic perceptions in South Asia stood in 
the way of evolving a regional grouping even during the early 1950s. An 
idea of this can be had from Sri Lanka’s (then Ceylon) former Prime Min- 
ister John Kotalawala’s observations on the Colomto Powers Conference 
of April 1954: 


Tempers were short and nerves frayed. We were tired men striving to define the 
area of agreement among us and iron out our differences. It was a difficult 
task. . . . One of the Premiers lost control of himself, banged the table and 
shouted at another! “You are nothing better than an American stooge,” to 
which the other retorted with equal heat, “and you are nothing better than a 
Russian stooge.” It was at this moment, fraught with tension, that I lost my 
own temper as Chairman and exploded.* 


Clearly, the South Asian strategic divide then followed the East-West 
global divide. The regional divide has since become far more complex and 
intense. While there does not seem to be any immediate prospect of let up 
in the regional strategic discord, the SARC idea initiated by the late Presi- 
dent Zia-ur-Rahman of Bangladesh in May 1980 has been gradually gain- 
ing ground. It may sound inconsistent, but the truth is that since the 
beginning of the 1980s South Asia has simultaneously witnessed the inch- 
ing ahead of SARC on the one hand and the widening of the regional 
strategic schism on the other. It would be absurd to believe that one is due 
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to the other and vice versa. On the contrary, it is possible to argue that 
without SARC, the deterioration in the regional strategic environment 
would have been greater and moved faster. 

The initial informal steps that eventually led to the crystallization of 
SARC were made during the 1977-79 period when the politico-strategic 
context in South Asia appeared to be far more congenial than it is at pres- 
ent. This milieu was due to the emergence of what may be called like- 
minded regimes in the subcontinent in the first half of 1977, following 
changes in India from Mrs. Gandhi to the Janata, in Pakistan from Bhutto 
to Zia-ul-Haq, in Sri Lanka from Mrs. Bandaranaike to Jayawardene, and 
in Bangladesh from an atmosphere of uncertainty to the consolidation of 
General Zia-ur-Rahman. These new regimes not only shared hatred of 
their respective predecessors, but also tended to look at the East-West stra- 
tegic issues in a manner that was generally sympathetic to the West. At 
the regional level they sought to lay greater emphasis on mutual under- 
standing and harmony in approaching bilateral and multilateral issues. 
The new Indian leaders even termed their South Asia policy one of “‘bene- 
ficial bilateralism.”” Though this policy could not basically redefine the 
content of regional relations, it generated cordial rhetoric, enhanced mu- 
tual trust among regimes, increased diplomatic contacts, and provided 
stimuli for institutionalized regional cooperative interaction. 

All of this attracted attention and favorable response from Western 
leaders. U.S. President Carter and British Prime Minister Callaghan vis- 
ited South Asian countries in January 1978. They not only talked of 
peace, amity, and cooperation in the region, but made specific offers of 
economic help if the South Asian countries could work out multilateral 
cooperative projects such as the harnessing of water resources.* In addi- 
tion to these gestures, the overall international climate favored the regional 
option and greater South-South cooperation since North-South relations 
had become frustrating and national economies in the Third World, in- 
cluding South Asia, were experiencing severe strains. 

Before the SARC concept could be formulated and spelled out, how- 
ever, two important developments took place in quick succession. One 
was the massive military intervention in Afghanistan by the Soviet Union 
in the last week of December 1979, and the other was the collapse of the 
Janata regime in India and the return of Mrs. Gandhi to power in January 
1980. These two developments had mutually conflicting implications for 
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the SARC movement. The first development underlined the significance 
of the geographical homogeneity of South Asia and pointed toward a new 
source of common concern, anxiety, and even security threat. The U.S. for 
obvious strategic reasons sought to highlight the security implications of a 
Soviet military presence on the threshold of South Asia and the Gulf and 
possibly prompted a coordinated regional response. The Carter Doctrine 
outlined by the U.S. president in his State of the Union address on January 
23, 1980, stressed that the U.S. objective in the prevailing situation was to 
encourage the establishment of a “cooperative regional security frame- 
work” in South and Southwest Asia. President Carter sent high level em- 
issaries to India and Pakistan to explain this framework and persuade the 
two antagonistic neighbors to “evolve a regional approach” toward the 
“fundamentally changed situation” in the region.> There were also reports 
of U.S officials being directed to sound out Bangladesh, Nepal, and Sri 
Lanka about joining in such a regional approach.® 

This provided the strategic context for the SARC movement. President 
Zia-ur-Rahman discussed the question of a South Asian regional approach 
to the Afghanistan situation with Mrs. Gandhi in New Delhi in January 
1980. The subject was further explored when a senior Indian official vis- 
ited Dhaka to hold talks with the Bangladesh foreign secretary a month 
later. President Rahman also discussed the question with King Birendra 
of Nepal in Dhaka in March and sent his envoys to other South Asian 
countries to explore the possibilities of a regional arrangement. His call in 
May 1980 for a six-nation summit was the product of these exploratory 
talks, (The Maldives did not figure in the summit call.) In his letter, Presi- 
dent Rahman underlined the seriousness of the regional situation and 
asked for the creation of a “climate for regional harmony” through the 
establishment of a “framework for regional cooperation.” A left-wing 
Bangladeshi weekly described President Rahman’s move for the South 
Asian Summit as “nothing but an echo” of the Carter Doctrine.’ 

Whereas the Soviet intervention in Afghanistan injected a sense of ur- 
gency in evolving a South Asian regional cooperation arrangement and 
hastened the process of formulating it, the other development in South 
Asia, i.e., the return of Mrs. Gandhi to power in India, acted as an impedi- 
ment. Mrs. Gandhi’s reemergence disturbed the prevailing pro-West stra- 
tegic orientation of the South Asian regimes. She did not go along with 
her counterparts in the region in openly condemning the Soviet action in 
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Afghanistan. Though the stated Indian position was in favor of with- 
drawal of foreign forces from Afghanistan, and respect for the nonaligned 
status of that country, it did not want to be bundled into a blatantly anti- 
Soviet and pro-West position. India saw the U.S. initiative and support 
behind the Bangladeshi move for a “regional response” to the Afghanistan 
issue and therefore was not willing to endorse it. After his talks in Dhaka 
with Foreign Secretary Kibria in February 1980, Eric Gonsalves, secretary 
in the Ministry of External Affairs of India, reiterated this Indian ap- 
proach when he said that “we want withdrawal of foreign troops [from 
Afghanistan] but are opposed to any move from any other Super Power 
which India thinks will create tension and lead to confrontation in the 
region.” He also admitted that India and Bangladesh had “differences of 
perceptions” on this issue. A similar approach was evident in India’s 
dealings with Pakistan on the Afghanistan issue. Foreign Minister Nar- 
simha Rao clearly asked the U.S. to keep strategic and security aspects 
apart from the regional cooperation move.? 

President Rahman’s move of May 1980 did not quite accommodate the 
new Indian government’s reservations on security/strategic orientations of 
the regional cooperation idea. The proposed summit of South Asian states 
in the then prevailing context was. bound to be a major event of political 
and strategic significance and could not have avoided taking a position on 
the Afghanistan situation. There were subtle hints to this effect in Presi- 
dent Rahman’s move since he had reiterated his concern for “peace, stabil- 
ity, and security” in the region when writing to South Asian leaders 
proposing the summit meeting. He had also indicated that the South 
Asian forum could be designed on the model of ASEAN, suggesting pro- 
Western proclivities. Underplaying the factor of differences in strategic 
perceptions, he argued: 


The countries of South Asia share many common values that are rooted in their 
social, ethnic, cultural and historical traditions. Perceptions about certain spe- 

_cific events or political situations of the world may differ but such differences do 
not seem to create [such] a gulf between them that can not be bridged. 1° 


India feared that the outcome of the summit proposed by the Ban- 
gladeshi leader would be embarrassing to its own position. It was also 
apprehensive that in the long run, the South Asian forum resulting from 
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the summit would be used by its smaller neighbors to put collective pres- 
sure on India on bilateral issues and thus affect its vital national interests. 
Attempts by Bangladesh to bring in Nepal as a party to the question of 
sharing Ganga waters with India was seen as pointing in this direction. 
Notwithstanding these difficulties, India could rot reject the proposal 
either because the idea of regional cooperation in itself was a positive one 
and could play a useful role in India’s own regional policy. An outright 
rejection of the proposal by India could also give legitimacy to the neigh- 
boring states going ahead with it on their own. This in effect would have 
made the forum an instrument of the neighbors “ganging up” against In- 
dia. It would also have aggravated India’s isolation in the region, which 
was already becoming pronounced on issues such as the Indian Ocean, 
Kampuchea, and Afghanistan. India, therefore, had to be careful in its 
response to the proposal. It activated its diplomacy to see that the propo- 
sal was moderated and redefined so as to become compatible with essential 
aspects of its perceived interests in the region. 

Like India, Pakistan also appeared to be cautious about the Bangladeshi 
proposal. It feared that any regional forum would consolidate and legiti- 
mize India’s economic and political dominance in South Asia. The then 
prevailing distrust between General Zia’s regime and the Carter adminis- 
tration led Pakistan to suspect that the latter was helping India in this 
respect from behind the Bangladeshi proposal. Accordingly, Pakistan 
could lose its political stance and national identity vis-a-vis India if it 
joined this regional cooperation arrangement without satisfactorily resolv- 
ing its bilateral disputes with India, the same reasoning Pakistan had al- 
ways followed in its reluctance to develop any strategic proximity with 
India. Underlining the existing differences in foreign policy orientations 
and unresolved bilateral disputes in South Asia, Dawn (Karachi) observed: 


The absence of serious bilateral conflicts and the existence of a sense of common 
political purpose are two essential starting points for an undertaking aimed at 
regional cooperation. . . . If the Bangladesh idea is anything other than infor- 
mal forum for consultation and if moves are to be made to institutionalize the 
arrangement it is certain to run into snags. 


Pakistan was also apprehensive that its deeper invclvement with the South 
Asian region through the proposed forum would weaken the drive and 
credibility of its policy’toward the Gulf. Since the fall of the Shah of Iran, 
Pakistan has expanded its profitable economic and strategic relations with 
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the Gulf States, especially Saudi Arabia, which it wants to preserve and 
consolidate by all means. 

The reservations of South Asia’s two most powerful and mutually antag- 
Onistic states thus dampened whatever prospects there appeared to be of 
security-oriented regional cooperation instituted from above, through a 
summit and with external prompting. These reservations also raised ques- 
tions regarding the institutional form and political status as well as the 
security aspects of the Bangladeshi proposal. These questions were sorted 
out through quiet diplomacy. The South Asian foreign ministers and offi- 
cials also informally discussed the issues during their visits to the U.N. 
between June and September 1980. As a result of these activities, the Ban- 
gladeshi proposal was drastically reformulated. A South Asian consensus 
emerged in favor of building regional cooperation from below, without 
much political fanfare and through the establishment of cooperative link- 
ages in those areas seen as beneficial by all the seven states of the region 
and in which no controversies are involved. It is this consensus that is 
reflected in the evolution and progress of the institutional structure and 
areas of cooperation of SARC. 

Actual work on building the structure of SARC started with a meeting 
of the foreign secretaries, not a summit. The first such meeting took place 
in Colombo in April 1981 and discussed a Working Paper prepared by 
Bangladesh. In two years time—August 1983—the first meeting of the 
foreign ministers of the SARC countries was held in New Delhi to adopt 
the “Declaration on South Asian Regional Co-operation.” And now a 
SARC summit is scheduled to be held in Dhaka toward the end of 1985. 
ASEAN, which is often projected as a model of great success, took ten 
years to reach the summit level. Through these secretarial and ministerial 
level meetings, significant if not impressive progress has been made in 
evolving an organizational framework as well as the nature of actual coop- 
eration. !2 

Organizationally, SARC has four tiers. At the lowest level is the Tech- 
nical Committee, which in a specified area of cooperation formulates pro- 
grams, determines their financial implications, and, after approval, 
implements and coordinates them and monitors their progress. This Com- 
mittee comprises both experts and officials and there can be as many such 
committees as there are agreed upon or stipulated areas of cooperation. 


12. What follows in the text is a very brief description of the institutional and substantive 
aspects of cooperation of the SARC. Details have been discussed in S. D. Muni and 
Anuradha Muni, Regional Co-operation in South Asia (New Delhi: National Publishing 
House, 1984), and S. D. Muni, “SARC: The Villingili Ministerial Meeting,” Asian Affairs 
(Dhaka), 6:1, January-March 1984. 
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The work of the Technical Committees is reviewed and coordinated by the 
Standing Committee of Foreign Secretaries of the SARC countries. This 
Committee, which is to meet at least once a year, also takes steps to mobi- 
lize regional and external resources for approved programs and it identifies 
new areas of cooperation. Political sanction is accorded the work of the 
Standing Committee by the foreign ministers, who have agreed to meet 
once a year.'3 At the second meeting of the foreign ministers, held last 
July in Male, the idea of “convening the meetings at the level of ministers 
in some of the vital areas of cooperation already agreed upon” was also 
stipulated.!4 This would widen the SARC activities and consciousness by 
taking them out of the corridors of the foreign ministries. The fourth or- 
ganizational level is the summit, which would give political significance to 
SARC. The agenda for the summit is being formulated and its overall 
thrust remains to be seen. Opinion is divided on the important question of 
setting up a SARC secretariat. Consensus now seems to be evolving in its 
favor and, if questions of structure, recruitment, and headquarters are 
. sorted out by the time of the forthcoming summit, a secretariat may be 
formally accepted. 

Greater political significance is attached to the various areas of coopera- 
tion than to the organizational aspects. In order to shield SARC from the 
divisive politico-strategic issues of the South Asian region, some basic 
ground rules were laid down before selecting the areas of cooperation. 
Four such rules were framed in the very first meeting of the foreign secre- 
taries: 


(i) Decisions at all levels to be taken on the basis of unanimity. 

(ii) Bilateral and contentious issues should be excluded from the SARC delib- 
erations. 

(iii) Co-operation should be based on respect for the principles of sovereign 
equality, territorial integrity, political independence, non-interference in 
internal affairs of other States and mutual benefits. 

(iv) Regional co-operation was not intended or expected to be a substitute for 
bilateral or multilateral co-operation but could complement both; nor 
should it be inconsistent with bilateral or multilateral obligations.!> 


13. “Declaration on South Asian Regional Co-operation” and Joint Communiqué, pro- 
duced by the Meeting of Foreign Ministers held in New Delhi, August 1-2, 1983. Texts in 
Muni and Muni, Regional Cooperation, pp. 194-200. 

14. Joint Communiqué, text in SARC: Meeting of Foreign Ministers Male, 10-11 July 1984 
(hereafter SARC: Male), Ministry of Foreign Affairs, Maldives, pp. 27-28. 

15. Joint Communiqué, official text, Colombo, April 23, 1981, para. 6 and 7. These were 
subsequently endorsed in the “Declaration on South Asian Regional Co-operation,” August 
1983. 
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Taken together, these ground rules assure all the member states that 
SARC cannot be turned against any one of them. The principle of deci- 
sions on the “basis of unanimity” gives a near veto to any member to re- 
fuse that aspect or area it considers incompatible with its vital national 
interests. The exclusion of bilateral and contentious issues from SARC 
restricts its scope in a significant way, but at the same time it saves the 
SARC movement, which is still very young, from being disrupted. 

An integrated program of action is being implemented in nine areas of 
cooperation: agriculture, rural development, meteorology; telecommuni- 
cations; scientific and technological cooperation; health and population ac- 
tivities; transport; postal services; sports, arts, and culture. Decisions on 
these emerged out of eleven areas identified in the Bangladesh Working 
Paper of November 1980. All these areas constitute grass roots economic 
and social development in South Asia, and progress in cooperative link- 
ages in them would directly benefit the people in the South Asian coun- 
tries. 

SARC activities also go beyond the Integrated Programme of Action 
approved by the foreign ministers at the August 1983 meeting. They in- 
clude “co-operation among the National Planning Organisations and aca- 
demic institutions of countries of the region.” Linkages in these sectors 
will have a long-term beneficial impact on the evolution of SARC. The 
significance of coordinating their activities in international forums, partic- 
ularly with regard to “International Economic Negotiations and Negotia- 
tions with Multinational Corporations,” has been recognized by the SARC 
countries. Of late they have started taking action in this field. At the Male 
meeting the foreign ministers expressed displeasure at the outcome of the 
London Summit (June 1984) of the industrialized countries. They also 
strongly urged adequate replenishment of IDA-VII resources to insure not 
only the “flow of resources to existing borrowers over the level of IDA-VI 
but also to meet the requirements of new borrowers.”!© A similar collec- 
tive stand on the world economic situation was adopted at the meeting of 
the Standing Committee in Male in February 1985.7 This aspect of 
SARC activity is drawing considerable attention in the important capitals 
of the world. 

There are many other areas in which tremendous potentialities for re- 
gional cooperation exist, but they have not been included in the SARC 
program so far. Three such areas—trade, industrial ventures, and tour- 
ism—deserve special mention here. Some aspects of these were identified 


16. Joint Communiqué, SARC: Male, para. 10 and 11. 
17, Report of the Standing Committee, Male, February 5-7, 1985, official text, paras. 25 to 
29. 
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in the Bangladesh Working Paper, and the attitude of the smaller South 
Asian countries has been sympathetic toward their inclusion in SARC. 
They have since been pursued consistently by India and equally consis- 
tently resisted by Pakistan. Though a number of Pakistani businessmen 
and industrialists seem keen to have cooperation in trade and industrial 
ventures with India and other South Asian countries, the Pakistani gov- 
ernment does not favor it.18 Reasons for this reluctance lie in the political 
economy of South Asia as I shall briefly discuss below. 

Progress in stipulated activities in the agreed on areas of cooperation has 
not been very impressive. The short and long term objectives of the Inte- 
grated Programme of Action have been kept very modest, ranging from 
exchange of data, training, and research through seminars and workshops 
to the “establishment of regional institutions,” institutional linkages, and 
“infra-structural support.” !? Even within these modest objectives, “vari- 
ous sectoral programmes [have] had to be rescheduled or postponed due to 
lack of response from the participating countries” as was confessed in the 
report of the recently held meeting of the Standing Committee. As a result 
of this lack of progress in implementation of programs, it has been decided 
not to enlarge the areas of cooperation but instead to concentrate efforts on 
the areas already identified.?° 

The modest level of operation and tardy progress of SARC is generally 
attributed to a lack of political will and to mutual suspicions and appre- 
hensions in the region arising out of disparities and strategic and political 
divergences among the member countries.?! This is no doubt true and it 
constitutes an important impediment to the deepening and widening of the 
SARC framework. Smaller South Asian states fear that India may use 
SARC to consolidate its dominance in the region. To counteract this pos- 
sibility, they have often pleaded for establishing linkages between SARC 
and ASEAN. However, following Sri Lanka’s failure to secure ASEAN 
membership, this does not seem to be a viable solution since there are in- 
built constraints.2? India also tries to ward off the possibility of its neigh- 


18. Muni and Muni, Regional Co-operation, pp. 45-49. 

19. Report of the Committee of the Whole, Colombo, January 10-13, 1983, official text, 
para. 7. 

20. Report of the Standing Committee, Male, February 5-7, 1985, official text, para. 22. 
This was despite the fact that attention to this aspect of the problem had been drawn at the 
earlier meeting of the Standing Committee in July 1984 (pp. 50-54). 

21. Emajuddin Ahmed, “Regional Co-operation in South Asia and India’s Role,” IDSA 
Journal (New Delhi), 15:3, January-March 1983. Mohammad Ayoob, “The Primacy of the 
Political: South Asian Regional Co-operation (SARC) in Comperative Perspective,” in this 
issue of Asian Survey. 

22. S. D. Muni, “South Asia and the ASEAN: Vain Bid for Linkages,” Times of India 
(New Delhi), November 17, 1982. 
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bors using SARC to gang up against its interests and isolate it, or to invite 
extra-regional influences in regional affairs. Without these mutual fears, 
the nature of SARC would be very different. But this explanation by itself 
is not adequate. The fears and suspicions emanate from a variety of com- 
plex factors rooted in technical and infrastructural constraints as well as in 
the region’s political economy.?? 

SARC, like any other South-South regional grouping, operates within 
the North-South framework of the global economy. Accordingly, South 
Asian states hold longstanding and vital linkages with the developed world 
in the fields of trade, currency, banking, communications, information 
flows, technology transfers, transport and shipping, flow of financial re- 
sources, etc. Recently such linkages have also been established and ex- 
panded with the Gulf countries. The extra-regional linkages are sustained 
by mutually competitive sectors of the various South Asian economies. 
The divergent strategies of development in the region, particularly the out- 
ward-looking nature of almost all of India’s neighbors, have further aug- 
mented the respective extra-regional linkages. That is why the intra- 
regional exports and imports of South Asia are so low, a mere 3.6% and 
1.8% of the total in 1982.24 Similarly, “of the 124 Indian joint ventures in 
operation in mid-1981, only five were in South Asia and they involved only 
0.3 per cent of total Indian equity investment.”2> Even a marginal shift in 
the intra-regional trade pattern is likely to disturb the extra-regional trade 
of the member countries. As such it may dislocate or weaken such vested 
interests, both local and external, that thrive on the extra-regional trade 
and industrial linkages. Since many of these vested interests constitute the 
support base of the political regimes in their respective countries, they can 
influence policy decisions. This is clearly a factor behind Pakistan’s reluc- 
tance to resume trade with India. On its part, India also regulates its 
external, including regional, trade to protect national markets for the man- 
ufacturing houses. The lack of Indian interest in establishing joint ven- 


23. For an overview, see Rehman Shobhan, “The Political Economy of South Asian Re- 
gional Economic Co-operation,” keynote address, International Conference on South Asian 
Regional Economic Co-operation, Bangladesh Economic Association, Dhaka, January 21-23, 
1985. 

24. P. R. Bhatt, “Trade Flows in South Asia,” Man and Development, 6:3 (September 
1984), tables 2 and 3. Also see country studies on Sri Lanka, India, and Nepal, Export- 
Import Structure and Trade Expansion Possibilities, prepared under the sponsorship of Com- 
mittee on Studies for Co-operation in Development (CSCD) in 1981. 

25. Peter Robinson, “Patterns of Economic Co-operation in South Asia,” The Round Ta- 
ble, No. 287, July 1983, p. 298. 
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tures in neighboring countries is conditioned by low profits, restricted 
markets, and absence of incentives.”® 

Similar examples outside the economic field illustrate the point, as in the 
case of air transport and telecommunication. South Asian countries have 
better linkages in these areas with Europe than among themselves. Until 
recently any attempt to correct this situation could not succeed because of 
the lack of “support and endorsement at the politica: level,” particularly in 
India and Pakistan. Now, a South Asian Civil Aviation Association has 
been formed to facilitate early establishment of air links among South 
Asian capitals. This shows a change in political attitude, but the con- 
cerned national airlines do not see commercial viatility in the proposal. 

A critical factor in implementing the SARC programs is the availability 
of financial resources. SARC has emphasized mobilizing regional re- 
sources, but these may not be sufficient since some of the member coun- 
tries are extremely poor and SARC programs may grow in size. At 
present, some donor agencies, like the EEC and the International Tele- 
communications Union, are hesitant in carrying out current obligations 
because of their own organizational difficulties. Some other offers (from 
Japan, Canada) that may be forthcoming are being resisted, particularly by 
India, because of a fear that this may lead to external influences on SARC. 
So far, financial assistance for SARC programs hes been accepted only 
from multilateral international bodies. Besides the lack of financial re- 
sources, there is also considerable disparity in the availability of human 
resources, in administrative infrastructure, and in professional facilities 
within the region. This is due to the uneven levels cf development among 
the SARC countries. For instance, in meteorology and transport sectors, 
Indie and Pakistan are best equipped. The other countries, however, are 
reluctant to use these capabilities for regional advar.tage, though to do so 
would be cost effective and speedy. Finally, various administrative organs 
in a national capital do not always actively respond to and cooperate with 
the nation’s foreign ministry in advancing SARC activities. 

Along with its tardy progress and inbuilt constraints, SARC also shows 
positive signs of hope and expectation. The SARC objectives are not con- 
fined to economic cooperation alone, but also focus on promoting and 
strengthening “collective self-reliance” and “contribut[ing] to mutual 
trust, understanding and appreciation of one anothers problems” among 
the countries of the region. This broad set of objectives does not preclude 
cooperation in the politico-strategic field at a later stage. In fact the emer- 
gence of a unified stand on some of the international economic issues was a 


26. Ibid. Also Paranath P. Bhatt, “Indian Joint Ventures Abroad with special reference to 
South Asia,” FICCI, New Delhi, January 1983 (typed copy). 


S. D. MUNI 403 


major step in the direction of evolving a comprehensive regional consen- 
sus. India has been subtly trying to extend this tendency to the political 
realm. The late prime minister, Mrs. Gandhi, inaugurating the first meet- 
ing of the foreign ministers, urged the SARC countries to “resolve 
whatever differences there might be through discussions and in a spirit of 
goodwill . . . so as to eliminate tension and promote greater peace and 
stability in our region.” She also warned that we should be “ever vigilant 
against the attempts of external powers to influence our functioning.” 
President Abdul Gayoom of the Maldives, in his address to the second 
SARC foreign ministers meeting, called for a “collective initiative towards 
making the UN declaration on the Indian Ocean a reality.”2® Such ex- 
pressions, however, have not been incorporated in the SARC documents. 

The Bangladesh Working Paper included the principles of “non-use of 
force” and “peaceful settlement of disputes” in the original draft. Sri 
Lanka’s foreign minister endorsed these at the time of inaugurating the 
first foreign secretaries meeting by saying that an important priority of 
SARC was the “possibility of settlement of disharmonies or disputes 
within the region without external interference or manipulation.” This 
provision did not become a part of the SARC principles, presumably be- 
cause Pakistan disapproved. In the Pakistani perception, acceptance of 
this principle would have amounted to freezing its disputes with India. 
But within six months of the first SARC foreign secretaries meeting, Paki- 
stan proposed a no-war pact to India. Informally, the SARC meetings 
have provided occasions for member countries to sort out bilateral political 
matters. The Indo-Pak foreign ministers dialogue that continued from Pa- 
kistan to Male in July 1984, even aboard the aircraft, is a typical example 
of this. Recently, it was the occasion of the foreign secretaries meeting at 
Male (February 5-7, 1985) where, following informal discussions, Pakistan 
promised to proceed with the trial of Indian hijackers so that the Indo-Pak 
official dialogue could be resumed. The program of Sri Lankan National 
Security Minister Athulathmudali’s visit to India in February to discuss 
the Tamil question was also clinched at the Male meeting. These are small 
but significant steps toward the resolution of contentious and bilateral is- 
sues. And SARC, without getting directly involved, is facilitating such 
steps. 

At its present stage of evolution, SARC is certainly not in a position to 
offer its framework as a way out of the impasse on regional strategic issues 
such as the question of the no-war pact and friendship treaty negotiations 


27. Official text of the address, Muni and Muni, Regional Co-operation, pp. 190-193, An- 
nexure-PSI. 
28. Text of the speech in SARC: Male, p. 50. 
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between India and Pakistan.*” But as seen above, SARC has the potential 
to cast its benign shadow on the contentious bilateral issues of the region 
even without getting involved in them. If this potential grows, SARC may 
acquire a politico-strategic dimension while continuing to forge and con- 
solidate infrastructural and cooperative linkages in various functional ar- 
eas. This is extremely difficult but not totally unlikely at least in the long 
run. If that happens, SARC would demonstrate that building regional co- 
operation from below is a more viable strategy, since the ASEAN and the 
GCC have achieved little beyond security cooperation. 


29, Pran Chopra, “The SARC Route to Security,” Indian Express (New Delhi), March 9, 
1984. And for a response to this proposal, see $. D. Muni, “Strategic Aspects of the SARC,” 
Strategic Analysis (New Delhi), 8:1 (April 1984), pp. 23-34. 
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The seven countries of South Asia are referred to as 
the “Cautious Seven” or the “Hesitant Seven” because of the lengthy, long 
drawn out, and as yet embryonic process of establishing a regional] cooper- 
ation body, and their attempt to form such a cooperative organization is 
being very carefully nurtured by its principal proponent, Bangladesh. In 
fact, its successful implementation and survival as a viable organization 
will depend to a large degree on the extent to which Bangladesh is willing 
to continue to nurture it since the history of the region, its colonial heri- 
tage, the trauma of political division and redivision, the great differences in 
size among the countries, the religious basis of some of the political enti- 
ties, the strategic locations of others, and the great differences in economic 
development are factors that are not conducive to regional cooperation. 

The initial sounding out process for regional cooperation was initiated 
by the late President Ziaur Rahman of Bangladesh as early as 1977. The 
formal process began with the meeting of the seven foreign secretaries at 
Colombo in Sri Lanka in April 1981, and continued with three similar 
meetings in Kathmandu (1981), Islamabad (1982), and Dhaka (1983). A 
basic framework for operationalizing regional cooperation was drawn up 
and the expectation was that South Asia Regional Cooperation would be 
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the formal term with SARC as the acronym.” This framework was the 
basis for the foreign ministers meeting in New Delhi in August 1983. That 
meeting formally accepted the concept of regional cooperation for collec- 
tive self-reliance through economic growth, social progress, and cultural 
development. It was expected that in the near future the heads of govern- 
ment/state of the seven nations would also meet to strengthen the process. 
Operations and functions for regional cooperation are to be carried out by 
three committees—technical, action, and standing—with no permanent 
secretariat for the time being. A Standing Committee is the principal coor- 
dination body and is composed of the foreign secretaries of the seven na- 
tions. The foreign ministers agreed to meet annually. Nine areas of 
regional cooperation have been formally accepted: (1) agriculture, (2) ru- 
ral development, (3) telecommunication, (4) meteorology, (5) health and 
population, (6) postal service, (7) transport service, (8) science and tech- 
nology, and (9) sports, arts, and culture.? 

Since the foreign ministers met in August 1983, there have been two 
meetings of the Standing Committee, in February 1984 in New Delhi and 
again in July in Villingili, Maldives. No new program initiatives were un- 
dertaken and the Committee reviewed two of the areas of cooperation: 
telecommunications and air transport. Following the July meeting of the 
Standing Committee, the foreign ministers also met that month in the 
Maldives. Two procedural decisions were reached: to hold a final meeting 
of the foreign ministers in Thimpu, Bhutan, in May 1985 to be followed by 
a summit meeting in Dhaka sometime during 1985. 

Some see regional cooperation as the new imperative for development 
strategies in the 1980s, but the concept is not a new one.* In its present 
formulation, the overwhelming theme is self-reliance through the regional 
comparative advantage strategy. The treatment of self-reliance in the past 
has differed. Regional cooperation in the 1950s was primarily based on 
security arrangements, such as the South East Asia Treaty Organization 
(SEATO) and Central Treaty Organization (CENTO). In the 1960s, the 
centripetal force for regional cooperation became economic cooperation to 
facilitate and foster economic growth. The concept of cooperative self- 
reliance was later expanded to include socio-cultural affairs and still later, 
scientific, technical and technological cooperation. 

Among developing countries two factors have generally influenced the 
establishment of regional cooperation. The first, which is internal to the 


2. Bangladesh News (Washington, D.C.), April/May 1983. 

3. New York Times, August 3, 1983; Dawn (Pakistan), August 5, 1983. 

4. E. Laszlo, RCDC (Regional Cooperation Among Developing Countries: The New Imper- 
ative of Development in the 1980’s) (New York: Pergamon Press, 1981). 
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region, is economic in nature and focuses on increasing the well-being of 
the people. The second factor is more political and stems from the view 
that the region has been subject to or continues to be subject to external 
exploitation, and that an economic cooperation entity could attain suffi- 
cient strength to curtail the exploitation. An instance of this viewpoint is 
the development of commodities groups for price control and stabilization. 
This, it is reasoned, will provide greater bargaining power not only for 
increasing the share of the region in international trade but also for re- 
structuring the existing international trade structure, which is seen by 
most of the developing countries as one of the reasons for underdevelop- 
ment. 

Whether developed or undeveloped, most regions of the world have re- 
gional cooperation organizations. Europe has the European Economic 
Community (EEC), and Latin America has the Central American Com- 
mon Market (CACM) and the Latin American Free Trade Association 
(LAFTA). Africa has the Economic Community for West Africa States 
(ECOWAS) and in Asia there is the Association of South East Asian Na- 
tions (ASEAN). 

Like most countries of the world, the nations of South Asia are members 
of international bodies that are involved in social, economic, and scientific 
cooperation among nations of the world. Similarly, most of the South 
Asian countries are also members of organizations established as a result 
of cooperative efforts of countries outside and within the region to foster 
economic growth and social development such as the Economic and Social 
Commission for Asia and the Pacific (ESCAP), the Colombo Plan for Co- 
operative Economic Development in South and South East Asia (CP), and 
the Asia Development Bank (ADB). However, unlike other regions, 
South Asia has not formed an exclusive regional cooperation organization 
such as ASEAN, ECOWAS, or LAFTA. 

This article attempts to analyze South Asia Regional Cooperation and 
examine it in the light of factors that can either promote or limit such an 
effort. Some of the earlier attempts at cooperation among countries of the 
South Asia region are examined, as is the Bangladeshi proposal, and the 
author then projects a future scenario for regional cooperation. 


Environmental Conditions Conducive to 
SARC 
A number of social, economic, and political trends have been identified 
and are seen as factors that are conducive to the development of regional 
cooperation in South Asia. Of these, one of the primary factors was the 
attitude of the Bangladesh government under the leadership of President 
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Ziaur Rahman. Under Zia, Bangladesh for the first time approached its 
internal problems not from the traditional “this is the way it has been,” 
“the problems are immense,” “nothing can be done,” despair approach, 
but from a positive viewpoint. Although its approach did not underscore 
the immensity of the problems nor the complexities faced by Bangladesh, 
it gave the country both the spirit to accept the challenge and the belief 
that change was possible and the problems manageable. 

The primary focus of the Zia government was the economic well-being 
of the country coupled with the institutionalization of a socio-political pro- 
cess to ensure continuous economic well-being. To enable Bangladesh to 
address these areas, the Zia government felt a need to create long-term 
stable relationships with all of its neighbors, especially India. Although 
limitations existed, regional cooperation was seen as a means of establish- 
ing these long-term relationships since the region has close to a billion 
people with long-standing historical, cultural, and ethnic ties that could be 
exploited to create an atmosphere of stability. In keeping with the spirit of 
positivism, regional cooperation as envisaged by Bangladesh stressed areas 
of commonality and did not expend energy trying to overcome long-stand- 
ing fears, controversies, and conflicts bound by the narrow nationalism 
that prevails in the region. 

The state of the world economy, past economic trends, and future pro- 
jections for the region are also factors influencing regional cooperation ef- 
forts. The energy crises of 1973-74 and 1977-78 slowed the pace of 
growth in the industrialized or developed market economies. The eco- 
nomic structures (welfare economies) created in these systems during the 
very fast growth of thel1950s and 1960s were severely strained during this 
period of slow growth. The market economies have turned inwards in 
order to resolve the structural imbalances within their systems. During 
this period of transition in the market economies, the probability of in- 
creased aid flow from these economies to the developing countries seems 
low. In addition, there is an increased attempt by donor countries to link 
the resource flow to developing countries with correction of structural im- 
balances within the donor economies. The creation of a $70 million Ger- 
man international aid fund linked to the German shipbuilding and 
railways industries is an example of this strategy. Similar strategies of 


5. This point was made by Shamsul Huq, former foreign minister of Bangladesh, at a 
seminar held at the Institute of Public Administration, The Pennsylvania State University, 
May 16, 1983. 

6. World Development Report 1983 (Washington, D.C.: The World Bank). 
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linkages have now been established in Britain, France, and Sweden, among 
others.’ 

While the use of external resources for development purposes remains a 
major strategy for developing countries, there is a realization that a contin- 
uous and increased external flow can no longer be expected. This fact is 
directly and indirectly encouraging most developing countries to look for 
alternative strategies of development. 

Past economic development efforts in the region of South Asia are char- 
acterized by a low rate of economic growth and a high rate of population 
growth. The distribution pattern, instead of improving the lot of the low- 
est 40% of the population, has worsened its condition. While variations 
exist among the countries of South Asia, the general pattern is applicable 
to all.® 

Projections of economic development for Asia in general show that the 
absolute income increase between 1980 and 1990 will be, on $30, an aver- 
age of $3 per year per capita. It is also projected that about 500 million 
people will be living in absolute poverty in spite of all efforts toward eco- 
nomic development.? 

Projections for the low income countries, a category in which the South 
Asian region falls, show that these countries are expected to have a growth 
rate ranging from about 0.7% to 1.8% for the 1980s, and that the pro- 
jected decrease in the percentage of the population living in absolute pov- 
erty will be from 52% in 1980 to about 43% in 1990.!° 

With that dismal economic projection for the South Asia region coupled 
with the slowing of international assistance programs, one may question 
the feasibility of utilizing regional cooperation as a viable development al- 
ternative. Nevertheless, regional cooperation in South Asia may have a 
noneconomic impact by creating an atmosphere of stability within which 
each country can address its own problems, be they social, political, or 
economic, without having to constantly guard against the possible inter- 
vention/influence of its neighbors. 

Some potential for economic improvement exists within the South Asia 
region primarily because of development strategies over the past 30 years 
by the two larger countries, India and Pakistan. These have created a 
fairly large and diversified manufacturing sector in India and a growing 


7. See S. H. Arnold, Implementing Development Administration, (Boulder, Colo.: West- 
view Press, 1982). Reports in 1983 highlighted the problems of the German railway system. 

8. World Development Report 1982 (Washington, D.C.: The World Bank). 
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manufacturing sector in Pakistan. With its policy of import substitution, 
India is presently able to satisfy most of its domestic needs for intermediate 
capital goods and manufacturing. At the same time it is in a position to 
export intermediate capital goods and light and heavy engineering goods, 
and it has the capability to undertake turnkey projects in woolen and cot- 
ton textiles, cement, sugar, electrical power generation, machine tools, 
etc.!! Pakistan, which initially followed the “look outward” policy of pro- 
ducing goods for the external market, later adopted an import substitution 
policy and today has to some extent the capability to export intermediate 
goods and technology. !* 

Both countries will be trying to increase their share of the international 
market in intermediate goods and technology. However, general economic 
conditions in the world, which are leaning toward increasing protection- 
ism, and the aggressive marketing policies of the newly industrialized na- 
tions such as Korea and Taiwan may be consicered as limiting factors to 
quick expansion of Indian and Pakistani shares of the international mar- 
ket. Part of the pressure to find new markets for India and Pakistan is 
being alleviated because of their proximity to the Middle East, which has a 
need for intermediate goods and technology. Since both countries require 
hard currencies, the Middle East market is more lucrative; however, this 
does not necessarily preclude the use of the regional market, which also 
has a need for intermediate goods and technology. 

The ability of the other countries of the South Asia region to coattail on 
the “economic development” of India and Pakistan will depend on 
whether these two countries see the South Asia region as a viable market 
that will impact on their continued economic development, or whether 
other international markets can be developed that will better serve this 
purpose. Even if the South Asia regional market is seen as a viable one by 
India and Pakistan, a mutual economic benefit will depend on the ability of 
the smaller countries to purchase intermediate capital goods and technol- 
ogy from within the region. Bangladesh, Bhutan, and Sri Lanka, for ex- 
ample, depend on external resources for capital goods and technology 
purchases, and to the extent that they are tied these resources cannot be 
used to purchase from within the region. Thus, while the potential exists 
for mutually beneficial exchanges, there are limitations of market viability 
and use of external resources. 


11. R. Sobhan, “Regional Economic Cooperation in South Asia: Legacy and Prospects,” 
Economic Bulletin for Asia and the Pacific 31:1 (June 1980). 
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Politically, the South Asia region is beset with narrow nationalism, pa- 
rochialism, and protectionism due to the process by which the larger na- 
tions came to be established. The turmoil of the division of India into 
India and Pakistan created in each nation a distrust for the other, a dis- 
trust intensified by the traumatic breakup of Pakistan into Bangladesh and 
Pakistan and the Indian role in that conflict. While Bangladesh and India 
closed ranks during and immediately after the 1971 conflict, religion and 
fear of economic/cultural domination influenced Bangladesh to move 
apart from India. Indian policies toward Hyderabad, and later Goa and 
more recently Sikkim, did not particularly enamor its neighbors such as 
Nepal and Bhutan. 

The smaller countries, because of their fear of domination by India, have 
carefully evolved for themselves separate identities through international 
contacts and agreements. Relationships among the smaller nations of 
South Asia and their international relationships are seen as a kind of 
“blanket of protection” against domination by India. The two larger na- 
tions, India and Pakistan, because of their distrust for each other, also 
have developed strong international alignments and pursued international 
relations in order to secure economic and military assistance to satisfy se- 
curity needs. Such linkages also are encouraged by the region’s strategic 
location and its importance in the superpower balance of power game. Pa- 
kistan linked up first with the West and then China, and India linked up 
with the USSR. In the process, India dominated Nepal and Bhutan be- 
cause of India’s conflict with China. These developments—security needs 
and fear of domination—are stumbling blocks and have made it very diffi- 
cult for the nations of South Asia to interact with each other. However, 
the past few years have seen a marked decrease in the level of tensions in 
the region, a trend conducive to regional cooperation. 

Indo-Bangladeshi relations have been close at times and distant at 
others. The “honeymoon” of the early 1970s under Sheikh Mujibur 
Rahman seems to have developed into a relatively mature relationship. 
The establishment of the Janata government in India under Morarji Desai 
led to an improvement of relations between the two countries which had 
been soured by the assassination of Mujibur Rahman and the rise of Ziaur 
Rahman. The improved understanding of each other’s position seems to 
have been maintained under Indira Gandhi, and this was expected to con- 
tinue, especially after the visit of General Ershad of Bangladesh to India in 
October 1983, since the leaders of both countries directed their respective 
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administrations to remove points of tension in order to establish firmer 
relationships. !3 

Although one should not be overly optimistic, Pakistan and India seem 
to be moving in a like direction. The November 1, 1982, meeting between 
General Zia-ul Haq and Mrs. Indira Gandhi produced what is termed 
“cautious warmth” and a desire to improve relationships. It did not sweep 
away fears but was nevertheless a beginning. The positive nature of the 
relationship was established by President Zia-ul Haq when he stated that 
his efforts were directed at setting aside the irritants that presently mark 
Indo-Pakistan relations and paving the way for areas in which there is 
potential agreement. The establishment of the Joint Commission between 
the two countries in mid-1983 pointed to a continuation of this policy of 
understanding, although events caused a deterioration in relations in the 
following year. 

India’s relations with Bhutan improved considerably from their low 
point in 1979 when Bhutan and India differed publicly on the question of 
Kampuchea at the Havana Non-Aligned Conference. Smoother transit 
facilities recently set up across India for Bhutan’s exports to Nepal and 
Bangladesh, India’s assistance in establishing air transportation and com- 
munication links between Bhutan and the countries with which India has 
links, and the tacit acceptance by India of Bhutan’s right to conduct direct 
negotiations with China on border demarcations all point to increasingly 
friendlier relations between the two countries. This was emphasized by the 
foreign minister of Bhutan in a statement that “the smaller countries 
should realize that India by virture of its size and technological achieve- 
ment has a pre-eminent role in the region and we have to live with this 
reality.”'4 Furthermore, the possible inclusion of Nepal in the Joint River 
Commission set up by Bangladesh and India to regulate the flow of the 
Ganges River and the improved transport facilities being accorded over a 
14-mile corridor through India between Jhapa in Nepal and Atwari in 
northwest Bangladesh show that the increased goodwill among the states 
is not limited to bilateral relationships but is being carefully enlarged. Bi- 
lateral agreements setting up joint committees and joint economic commit- 
tees between Nepal and Pakistan, Bangladesh and Nepal, Bangladesh and 
Sri Lanka, Bangladesh and the Maldives, all within the first six months of 
1983, may also be indirectly influencing regional cooperation, since inter- 
action among the nations of South Asia until recently was of a very limited 
nature. 


13. FEER, October 15, 1982. 
14. FEER, October 22, 1982. 
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There is, then, an attempt by the political leaders of all countries of the 
region to move away from an attitude of suspicion to one of understanding 
despite major differences. Older bilateral issues, as those of Kashmir be- 
tween India and Pakistan and Farakka between Bangladesh and India, re- 
main, These along with more recent bilateral issues—e.g., the problem 
with the Tamils of Sri Lanka in which Colombo remains convinced that 
Tamil terrorists are being trained in India’s Tamil Nadu state and India is 
unable to persuade the Sri Lankan Sinhalese majority to provide conces- 
sions to the Tamil minority—are likely to have an impact on the progress 
of SARC. Similarly, rumors that India might launch preemptive strikes 
on Pakistan’s nuclear facilities and that Pakistan was supporting Sikh ex- 
tremists of India most likely will cloud progress toward regional ccopera- 
tion. The assassination of Prime Minister Indira Gandhi in October 1984 
is also likely to have an impact on the nature of relations among South 
Asian countries. 

Such changing issues and events make it difficult to predict how sus- 
tained an effort toward understanding each others’ positions will be made. 
Suffice it to say that in the South Asia region there is an effort toward 
understanding. 

The attitudinal change coupled with changes in the external environ- 
ment, the differing strategies and stages of development of the various 
countries of the region, their relative needs for export markets and of capi- 
tal and intermediate technologies, as well as the political linkages that are 
developing among them in the 1980s are quite conducive to the establish- 
ment of regional cooperation, but political linkages are still weak. Careful 
nurturing is necessary so that goodwill is not replaced by dysfunctional 
suspicion. The economic realities are clear, but without strong political 
commitment, economic realities will not be enough of a stimulant to en- 
courage regional cooperation. 


Factors Limiting Cooperation in 

the Region 
Cooperation in the manner and on the scale sought within SARC is a new 
phenomenon, despite the numerous attempts that have been made to use 
the concept of cooperation for self-reliance and mutual benefit. Before dis- 
cussing some of the specific cooperative efforts already attempted, it is nec- 
essary to indicate those factors that may be considered as general 
impediments to cooperation: (1) the delinking of the colonially established 
economies of India and Pakistan, and (2) the similarities in trading pat- 
terns. 
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The delinking process started with the partition of British India into 
independent India and Pakistan in 1947. One of the immediate outcomes 
of partition was the attempt by both countries to diversify their external 
trade relationships as the means for the respective economies to create a 
buffer against the possible influence of one economy over the other. The 
fear of domination and control arose because the regional economies, prior 
to independence, had been heavily interlinked and interdependent. The 
first step in the delinking process was the search for new markets and the 
process was enhanced when the economies rapidly attempted to correct 
structural imbalances arising out of partition. Pakistan initiated the build- 
up of manufacturing units to add value to its primary raw materials while 
India increased its production of raw materials to feed its manufacturing 
units. !5 

The military conflicts in the late 1940s and mid-1960s completed the 
process of delinking the economies. The conflict of 1971, in the short run, 
maintained the delinking process between India and Pakistan, and this 
conflict in turn started the process of delinking the economies of Pakistan 
and Bangladesh. The abrupt disintegration of structural linkages (patterns 
of exchange of goods) between Pakistan and newly established Bangladesh 
in such items as jute, cotton, tea, and finished products created imbalances 
(insecure lines of export and import of goods) in both economies which 
had to be corrected by finding new export markets for both countries and 
import sources for items previously exchanged by them. 

Interestingly enough, the 1971 conflict was indirectly instrumental in 
starting a reestablishment of linkages among the three nations. The trade 
agreement between India and Pakistan, the friendship treaty between Ban- 
gladesh and India, and finally the trade agreement between Bangladesh 
and Pakistan all occurred after the conflict. Pakistan and Sri Lanka also 
established a long-term trade agreement following the 1971 conflict. Even 
though attempts are being made to improve trade among India, Pakistan, 
Bangladesh, and the other countries, as far as India and Pakistan are con- 
cerned, present trading is far below that which took place in the early 
1950s.1© An examination of recent statistics shows that among Ban- 
gladesh, India, Pakistan, and Sri Lanka, none is a major trading partner of 
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the other.!7 The smaller countries like Nepal, Bhutan, and the Maldives 
had strong trade links with India, but these are declining.'® 

It is possible to conclude that trade relationships among at least four of 
the seven countries of the region are of peripheral interest to these coun- 
tries. SARC, therefore, cannot be built around trade because members do 
not see trade as a major source of potential cooperation. This is not to 
suggest that trade relationships cannot be improved or that new avenues of 
trade cannot be established. What is suggested is that the delinking took 
place in order to create a buffer against external influence, and as long as 
the need for a buffer is perceived, the trade structure will remain more or 
less the same. 

The second factor standing in the way of trade as a basis for regional 
cooperation is the similarity of trading patterns within the region. Of the 
four major categories of Bangladeshi exports, India and Pakistan compete 
in three. India competes in four and Pakistan in one category of Sri 
Lankan exports while India competes in eight of Pakistan’s 10 major ex- 
port categories.!? With similar exports, the countries of the region should 
be able to utilize the principle of comparative advantage. However, the 
dependency of the smaller countries on their limited export capabilities to 
earn foreign exchange hinders their cooperation, primarily because they 
need to maintain as much control over their limited resources as possible. 
In addition, unlike the OPEC countries, which operate on a demand mar- 
ket syndrome, prices are often determined externally for South Asian com- 
modities. Since prices are influenced externally, and there is a demand for 
hard currencies in all the countries, attempts to increase the share of the 
market often lead to unhealthy competition. This in turn limits the scope 
of regional cooperation. 

The region is not only affected by similarities of export but also of im- 
ports. While specific items imported may vary, more than 50% of the 
imports of India, Pakistan, Sri Lanka, and Bangladesh?° consist of indus- 
trial supplies, fuels and machinery. Consequently, in the import field as 
well, the South Asian region does not have a wide scope for developing 
significant intraregional trade. 
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However, the relative economic development of the countries makes 
trade possible in certain areas—coal from India, some intermediate goods 
and technologies from India and Pakistan—but even then there are con- 
straints. Some, such as the market viability of the region or the ability of 
the countries of South Asia to buy from within the region using external 
resources have already been mentioned. Additional constraints may be in 
the form of negative trade standing that can develop between the relatively 
stronger economies which will have more to offer and the weaker econo- 
mies which may have very little. This in turn can once again raise the 
bogey of domination. Stiffer future competition for international markets 
may also limit the growth of trade within the region. For example, Ban- 
gladesh may want to import textile manufacturing technologies that India 
is in a position to supply. However, India in providing the technology 
would be indirectly setting up stiffer competition in the future for its own 
textile industry, and would therefore have to set priorities between its in- 
termediate capital goods and technology sector and its traditional textile 
export sector. For Bangladesh the questions would be the cost of financing 
and the ‘relative sophistication of the technology in comparison to that 
available in other more developed areas of the world. Even with the con- 
straints mentioned, there are avenues of trade that need to be explored, 
keeping in mind unequal exchanges, the role of competition in similar ex- 
ports, external resources, and viability of markets. 


A Scenario for Cooperation in South Asia 
Cooperation within the region has generally focused on three major activi- 
ties—promotion of commodities cartels, exchanges of raw materials for 
finished products and technology, and the development of resources for 
mutual benefit. In South Asia, two possible cartels re jute and tea. Ban- 
gladesh and India are the two major producers of jute, but competition 
between them has driven down international jute prices. A cartel is seen as 
a possible way to promote price stabilization. One scenario calls for India 
to reduce its production of raw jute and import some of its jute require- 
ments from Bangladesh. Economically—other things being equal—it has 
been shown that this would be beneficial to both India and Bangladesh.?! 
While economically sound, this sort of cooperative undertaking must be 
examined not only in light of the role of jute in the economies of the two 
countries but also in terms of their political commitments. In 1979, jute 
accounted for 24.1% of Bangladesh’s exports and less than 1% of India’s. 
In addition, jute, like many other commodities, is needed to generate inter- 
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nal economic activities in India, whereas for Bangladesh jute is the major 
foreign exchange earner. Hence for Bangladesh to give up its control over 
such a vital resource would be unfeasible unless the cartel provides it with 
significant advantages. Although jute is not a vital item in Indian exports, 
it is important for the internal economy. Consequently, India cannot be 
expected to depend on the cartel as a source of raw materials supply when 
the supply might be limited. India’s crash program for jute cultivation to 
feed its jute manufacturing units—the consequence of partition—is too re- 
cent to allow it to depend on external sources. The uneven political rela- 
tionship between Bangladesh and India is also a stumbling block for a 
cartel, in that India may not be able to depend on Bangladeshi jute nor can 
Bangladesh tie up a portion of its production for the Indian market. The 
formation of a cartel would become even more complicated with the inclu- 
sion of other jute-producing countries. 

A tea cartel is also looked upon as a means of regional cooperation 
among India, Sri Lanka, and Bangladesh. At present, the international 
price of tea is falling. At the same time, all three countries are in the 
process of revamping their tea industries and trying to increase value- 
added exports. The South Asia region is also facing stiffer competition 
from the African tea-producing countries. Therefore, a cartel should be of 
great use for price stabilization and added bargaining power. While the 
cartel may be feasible for price stabilization, it is necessary to examine the 
role of tea in the economies of the three countries, especially India and Sri 
Lanka since they are the major producers. India’s share of the interna- 
tional tea market has fallen from 40% in the mid-1930s to only 26% at 
present. In order to recoup its lost share India is revamping its tea sector. 
But with only 7% of India’s revenue coming from tea and with its ability 
to absorb excess production internally, its position is much better than Sri 
Lanka’s. Tea brings in more than 30% of Sri Lanka’s revenue and there- 
fore plays a significant role in its development strategy.2* Under these 
circumstances, India and Sri Lanka lack the uniform perspective necessary 
for the formation of a tea cartel. Perhaps Bangladesh, given its limited 
production and weak marketing strategy, would have gained the most 
from a cartel. At present, however, a tea cartel is not of prime concern to 
either India or Sri Lanka, although it might have led to price stabilization. 

Because the smaller countries of the region have very limited resources, 
they exert relatively greater efforts toward complete control over these re- 
sources. At the same time, it is the smaller countries that tend to push for 
cartels—Bangladesh for jute, Sri Lanka for tea. Both wish to receive 
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greater advantages but fear the loss of control over resources, and this 
tends to stop the process short of the final step. 

Various types of exchanges of resources are possible in the region, such 
as raw jute from Bangladesh to India as already mentioned, raw cotton 
from Pakistan to India, and limestone and iron ore from India to Ban- 
gladesh. A second form of exchange is the supply of finished products: 
newsprint from Bangladesh, forest products from Nepal, intermediate 
goods and technology from India and to a lesser degree from Pakistan.?7 
Some of these exchanges are taking place. 

However, the total intraregional trade figures show there has been little 
trade among the countries of South Asia. U.N. trade statistics for 1978 
show that 10% of Bangladesh’s imports and a little more than 5% of its 
exports move within the region. Indian regional imports are about 3.57%, 
but surprisingly, with its ability to export intermediate capital goods and 
technology, India’s exports within the region are a meager 0.17%. Paki- 
stan exports about 4% within South Asia and in turn imports about 4.5%. 
Among the four, Sri Lanka trades most extensively within the region, im- 
porting about 6.5% and exporting over 10%. These figures confirm the 
viewpoint that the stronger economies do not see the South Asia region as 
a viable market. It also strengthens the argument that the weaker-ccono- 
mies, by trading within the region, will develop a negative balanc: of trade 
position causing the specter of domination to threaten any cooperative 
movement. 

The third type of cooperation, resource development for mutual benefit, 
usually takes two forms. The first revolves around identifying the needs in 
the stronger economy and developing the weaker economies to supply 
those needs. For example, within the region it has been assessed that hy- 
droelectric projects can be developed in Bangladesh, Nepal, Bhutan, and 
Sri Lanka to provide India with needed energy.2* Another example is the 
development of fertilizer production in Bangladesh for export to India. 
The second form addresses itself to joint cooperation, such as the sharing 
of water resources among Nepal, India, and Bangladesh, or the expansion 
of power grids from eastern India to Bangladesh.?° 

While the above mentioned areas have been identified and in some cases 
economic feasibility studies have been carried out, hardly any of the pro- 


23. R. Sobhan, “Regional Economic Cooperation in South Asia.” Also see “Development 
Strategies for the 1980’s in South Asia.” 

24. For an elaboration on this theme and ongoing Nepal-India sharing of hydroelectric 
projects in the Karnali, Rapti, and Mahakali rivers, see FEER, March 19, 1982. The Chukha 
hydel project in Bhutan is expected to share its output with northern Bengal in India. 

25. R. Sobhan, “Regional Economic Cooperation in South Asia.” Also see “Development 
Strategies for the 1980’s in South Asia.” 


SYEDUR RAHMAN 419 


grams have gone beyond this stage. Besides some of the economic and 
technical limitations of cooperative ventures, the overwhelming drawback 
in South Asia has been the inability of the nations to develop a level of 
confidence in each other. This is more a result of the psychological atti- 
tude of mistrust of each other than in the practical inability to perform the 
tasks as assigned. An even more dissuasive factor is the fear that joint 
ventures may somehow compromise national interest by making the na- 
tions too interdependent and thereby open to interference. 

Beyond what have been identified as possible areas of cooperation within 
the region, certain areas of potential cooperation exist in relation to other 
regions, especially the Middle East. Cooperation can be achieved not only 
in manpower export, but in joint bidding for large scale projects. India has 
already had international experience in turnkey projects in both Africa and 
Asia, and Pakistan is acquiring the same in the Middle East. Even Ban- 
gladesh has made some inroads into successful construction bidding. The 
region could also attract excess capital from the Middle East for develop- 
ment of areas of South Asia, which could then become a source of supply 
for the Middle East. 


Bangladesh and SARC 


The potential for cooperation has been established and is not seriously 
questioned, yet the links have not developed. The two major limitations— 
(1) the systematic structural closures sought by some of the countries of 
the region (creation of a buffer and an outside-of-the-region market ap- 
proach), and (2) the fear of compromising national interests (giving in to 
external pressure)—have not only affected bilateral cooperation but are 
likely to limit strong economic regional cooperation. 

Realizing the difficulties involved in proposing straightforward regional 
cooperation for economic self-reliance, Bangladesh, in its original working 
paper that formed the basis of discussion, suggested that there be a forum 
in the region to provide a means for periodic consultation among the coun- 
tries on matters of mutual interest. Periodic consultation was seen as the 
first step toward regional cooperation—an effort mainly focused on estab- 
lishing regional cohesiveness. Consultation was viewed as a means of iden- 
tifying and strengthening shared perceptions of common problems both 
within and outside the region. It was thought that this process would pro- 
mote harmony and increase a cooperative spirit in the region despite the 
political and other differences that exist between and among these nations. 
Consultation at the regional level was seen as a way to promote a certain 
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level of stability, given that bilateral relationships are often characterized 
by political rhetoric and emotional outbursts. The bilateral relationships 
have had a tendency to swing from one to the other extreme of the pendu- 
lum. 

Besides the establishment of the forum, the working paper also identified 
eleven areas of possible cooperation: telecommunications, meteorology, 
transport, shipping, tourism, agriculture/rural sector, joint ventures, mar- 
ket promotion, scientific and technological cooperation, educational and 
technical cooperation, and cultural cooperation.*’ Using these area identi- 
fications, the foreign secretaries of the seven countries at their first meeting 
in Colombo (April 1981) set up study groups concentrating on agriculture, 
rural development, telecommunications, meteorology, and health and pop- 
ulation activities. At the second meeting, three additional topics, scientific 
and technological cooperation, transport, and postal services, were agreed 
upon as areas targeted for regional cooperation. 

What is significant here is that Bangladesh identified the areas for coop- 
eration which would in no way threaten the participation of any country of 
the region. Not only did it propose noncontroversial subjects, it stayed 
away from the Third World framework of Economic Cooperation among 
Developing Countries (ECDC) and Technical Cooperation among Devel- 
oping Countries (TCDC), which necessitates strong structural linkages, 
and instead proposed what might be called the ICDC concept (Informa- 
tional/Institutional Cooperation among Developing Countries). — 

Institutional/Informational Cooperation for Development can be 
achieved in most of the areas identified by Bangladesh. The likelihood of 
success through ICDC in the region goes beyond deliberations over re- 
structuring of trade linkages or purely economic cooperation for develop- 
ment. The strategy has helped to establish a commonality of viewpoint 
that the countries were searching for but had not found earlier. The idea 
of information exchange can explain to a large extent the success of the 
present cooperation attempt. 

The advantages of this strategy can be seen in the development of the 
study/working groups. Most of the countries of the region frequently are 
faced with major calamities caused by natural disasters. Exchange of in- 
formation and research results can help to lessen same of the negative im- 
pacts of these through early warning systems and consequently better 
preparation to meet disaster. Similarly, in the field of rural development, 
results of proven techniques—such as those developed in India to provide 
capital to the landless in the form of sheep or cows or the Maharasthra 
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employment guarantee scheme or the often referred to Comilla experiment 
or the recent Grameen (Rural) Bank Project in Bangladesh—may assist 
other countries of the region to initiate these programs or formulate others 
tailored to national and local differences. Likewise, cooperation among 
Burma, India, Nepal, and Pakistan (then including Bangladesh) in the 
1960s toward the goal of malaria eradication can be enlarged to include a 
number of health-related problems of the region. 

Beyond creating a base of information and data, the ICDC strategy can 
also establish additional linkages, and is now helping to do so in sea, road, 
and rail transport. Although air links exist, these new linkages will expe- 
dite the movement of goods. Communications—the rapid access to infor- 
mation and equally rapid dissemination, both in telecommunications and 
postal service—are to be developed. 

Characteristically, an examination of the areas identified by the Ban- 
gladesh working paper and those for which the study/working groups ac- 
tually were established show that the areas requiring either structural 
linkages or those that were purely economic were dropped from considera- 
tion. The two areas clearly falling in this category are joint ventures and 
market promotion of selected commodities. 

Besides the forum for consultation and identification of areas for cooper- 
ation, Bangladesh also addressed three other issues in its original working 
paper. These are (1) the fear/domination syndrome, (2) SARC’s relation- 
ships with other regional cooperation organizations, and (3) the process 
for establishing SARC. It was thought that some of the smaller countries 
with relatively weak economies might be unwilling to participate out of 
fear of being dominated. On the other hand, it was perceived that India, 
the predominant country in the region, might feel that a move toward re- 
gional cooperation was a veiled attempt to “gang up” on it. In order to 
bypass these stumbling blocks, Bangladesh proposed that only those areas 
of mutual benefit to all the countries of the region form the basis of re- 
gional cooperation. This view was later interpreted to mean that unanim- 
ity rather than consensus would form the basis of SARC since consensus 
could lead to the reemergence of the fear/domination/ganging-up syn- 
dromes. 

South Asia regional cooperation was to be established not as an alterna- 
tive to bilateral or multilateral cooperation, but as a supplement to the 
existing forms of cooperation. In fact, it was expected that regional coop- 
eration would enhance other efforts, that it would have a counter “Catch 
22” effect whereby, as regional cooperation created an air of confidence 
and trust, it would also influence bilateral and multilateral cooperation. 
As these other cooperation efforts are strengthened, they will, in turn, en- 
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large the scope of regional cooperation.2® Regional cooperation by pro- 
moting regional cohesiveness is likely to enhance such programs as the 
United Nations Food and Agriculture Organization attempt to develop a 
South Asia Food Security Reserve. 

Finally, the process for establishing the regional cooperation organiza- 
tion was considered by Bangladesh. The countries of South Asia have a 
tendency toward extreme protectionism when it comes to any relationship 
within the region, perhaps due mainly to historical events. In order to 
circumvent this problem, Bangladesh sees the process of regional coopera- 
tion to be a long one in which the institutionalization of cooperation is 
more important than immediate outcomes or direct economic benefits. 
The establishment of the forum, the information exchange, and the link- 
ages in limited areas represent a step-by-step process to cooperation, cohe- 
siveness, and mutual benefit. 

In highlighting progress made by the countries toward regional coopera- 
tion, the foreign minister of Bangladesh, A.R.S. Doha, in a speech before 
the fourth meeting of the foreign secretaries of the South Asia region held 
in Dhaka, pointed out the following: 


(1) that notwithstanding disparities and difference in perception, a larger com- 
mon interest of ameliorating the welfare of the people exists; 

(2) that the current effort is to anchor regional cooperation as an institutional 
base; 

(3) „that it is an internal effort based on free choice of association; 

(4) that the prime parameter is that the countries would move together or not 
at all; 

(5) that bilateral and contentious issues were to be excluded and a conscious 
effort made to pursue cooperation that was truly regional; and 

(6) that regional cooperation is based on, and, in turn, contributes to, mutual 
trust, understanding and sympathetic appreciaticn of the national aspira- 
tions of the countries of the region.° 


28. This point is enhanced by the fact that although Bangladesh and India have a new 
point of conflict in that plans are underway by the government of Assam, India, to build a 
border wall/artificial boundary between Assam and Bangladesh, and also that Sri Lanka and 
India are having a row over the Tamil population of the Northern districts of Jaffna in Sri 
Lanka, the August meeting of the foreign ministers was held cn schedule and a regional 
cooperation plan for self-reliance promulgated. 

29. Inaugural address of His Excellency Mr. A. R. Shams-ul Doha, Foreign Minister of 
the People’s Republic of Bangladesh, at the Fourth Meeting of Foreign Secretaries of the 
South Asia Region, Dhaka, Bangladesh, March 28, 1983. 
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The Future of SARC 


The first stage of confidence building—in terms of agreeing to have an 
organization—has occurred. SARC’s continued development and long- 
term viability will depend on the extent to which the nations are willing to 
develop and use the process. Although the effort to set up such a process 
is a collective one, Bangladesh is usually credited with bringing the coun- 
tries of the region to this stage. If Bangladesh considered its role vital at 
the formative stage of the organization, its role becomes even more crucial 
now. It will be up to Bangladesh to see that the process is implemented. 
In order to maintain the interest generated in regional cooperation, imple- 
mentation must be carried out at a pace faster than that used in establish- 
ing the organization. In this regard, what should be the role of 
Bangladesh? 

In order to facilitate the spirit of cooperation, Bangladesh, on its own, 
should initiate further contacts. It can very easily send teams to India to 
participate in and be associated with innovative programs in rural develop- 
ment. It can invite scientists to visit its weather installations, invite doc- 
tors to teach in its medical schools or visit its research facilities such as the 
Institute of Epidemiology and Disease Control. On its own initiative, Ban- 
gladesh can start linking its road and railway systems to those of India, or 
provide preferential transit of goods to Nepal and Bhutan. Bangladesh can 
sponsor “grass roots” summits where exchanges of ideas and information 
take place between the villagers of the different countries. Summits or 
conferences until now have been limited to political leaders and technical 
and administrative officers.°° Through this process, Bangladesh is likely to 
obtain greater participation of all the countries and ensure the success of 
regional cooperation. Since the concept of regional cooperation calls for 
operating through a number of committees chaired by member nations, 
Bangladesh by virture of its role up to now must act as the prime motivat- 
ing force behind each of the operating committees whether it chairs the 
committee or not. Bangladeshi members of each committee should be self- 
motivated to take the initiative and should have the drive to provide the 
necessary initial thrust and momentum that every fledgling organization 
requires to carry it over the threshold and into effective operation. 

Once the initial process of information exchange and limited linkages 
are firmly established and routinized, expansion of regional cooperation 
can be projected. The bureaucracies of all the countries are involved in 
training civil servants to perform development tasks. Regular regional 


30, Presidents, prime ministers, and foreign secretaries have meetings, but peasants do not. 
There may be some beneficial outcomes if peasants, who operate at the grass roots level, also 
meet. See “Grass-Roots Summit,” World Development Forum, 1:10 (March 1983). 
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seminars on issues of common concern such as rural development; project 
planning, appraisal, and implementation; health services; distribution bot- 
tlenecks; procedural bottlenecks; etc., can be held <o provide tne civil ser- 
vants with different solutions and divergent perspectives. While issues for 
the seminars to consider can remain the same, they can be held for senior 
level, mid-career, and entry-level officers. Senior o-ficers can focus on pol- 
icy implications, mid-career officers on implementation, and entry-level of- 
ficers can be introduced to issues of vital concern to their respective 
administrations. This overall strategy will greatly promote cohesiveness 
and a greater understanding of each other because of the common 
problems faced by the administrations of each country. 

A projected form of cooperation is the pooling of information and re- 
sources, especially useful in the areas of telecommunications ard meteorol- 
ogy. Through common pooling of resources, advanced technologies could 
be purchased that would give the region greater capability in tackling its 
problems. Pooling could also be applied to innovative programs such as 
one in India where educational programs are beamed via satellite to rural 
areas. Instead of depending on the goodwill of a developed nation for its 
use, regional resources could be pooled to buy the satellite technology. 
Ways and means could be developed to disallow interference by one coun- 
try of the region in the use of the technology by another. For example, if a 
satellite system for educational programming was operating in the South 
Asia region, each country would have exclusive control over the nature 
and type of programs beamed to its population. 

Another potential form of cooperation is in the establishment of region- 
ally regulated free trade zones in each country. These zones could be used 
for attracting petro-dollar investments in enterprises to ensure supply of 
goods to the Middle East. While individual countries of South Asia would 
have difficulties in attracting petro-dollar investments, the Scuth Asia re- 
gion as an entity might stand a better chance. This region might, for ex- 
ample, be a source of sweet water supply for the Middle East. SARC 
might be able to convince Saudi Arabia or other Middle East countries 
that instead of hauling icebergs from the Arctic Ocean, a more economi- 
cally feasible scheme would be to set up water purification plants in SARC 
zones to provide the Middle East region with a constant source of sweet 
water.?! Large tankers could be used to transport the water. Similarly, 
plants for supplying and processing food (vegetatles, fresh fruits, poultry), 
fertilizer, and construction materials (cement) might be economically more 


31. The need for sweet water is likely to become more crucial with the pollution of the 
Persian Gulf because of the continued oil spills as a result of the Iran-Iraq war. 
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feasible in the South Asia region than in the harsher environment of the 
Middle East. 

Fears by the Middle East region of control of essential supplies would 
not arise because project areas would be targeted regionally beyond the 
control of individual countries of South Asia, and would exist on purely 
economic grounds, not to be preempted by political considerations. This 
would also ensure that South Asian countries would not feel that projects 
are being located in the economically stronger nations and/or providing 
one country with advantage over another. The Middle East regions would 
benefit by having a permanent source of goods; the South Asia region 
would benefit by generating employment and income. While this idea may 
sound farfetched, a few years ago the probable establishment of SARC 
would have sounded equally farfetched. 

In conclusion, it should be stressed that SARC should not be analyzed 
and examined in purely economic terms, although economic benefits are a 
stated goal. Its primary and immediate objective is to start a progression 
toward understanding, set up a venue for discussion, and establish an 
ongoing process to enhance overall stability in the region. Economic, so- 
cial, scientific, and technical benefits, it is expected, would follow once this 
initial process is institutionalized, linkages are enhanced, and inter-depen- 
dencies created. 

Turning to the individual countries’ rationales, it is likely that regional 
cooperation for Pakistan, in the short run, would help ease tensions on its 
eastern borders so that it could concentrate on its relations with Southwest 
Asia and the Middle East. For India, the stabilization of relations with its 
neighbors in the long run is in its national interest, and for the present 
would confirm its premier position in the region and enhance its interna- 
tional leadership position. Nepal and Bhutan may see increasing access 
and strength through greater association as the result of regional coopera- 
tion. The Maldives is likely to benefit the most economically in the short 
run. It would also gain some security benefits. Sri Lanka would like to 
stabilize its relationship with India using the avenue of regional coopera- 
tion. 

Bangladesh seeks stability mainly because it has yet to resolve its major 
national issues—how to share political power; how to distribute its meager 
wealth; and how to share status in society. It seeks stability to enable it to 
devote its energies to these issues and not to constantly mending fences 
with its neighbors. The need to carve out an identity both internationally 
and regionally also motivates Bangladesh in this venture of regional coop- 
eration. 





South Asian Regional Cooperation 
Its Implications for Nepal 





Sridhar K. Khatri 





The concept of regional cooperation in South Asia is a 
recent phenomenon. Nepal’s participation in the scheme has in general 
generated a very favorable response within the country. Seminar papers 
relating to the concept, scholarly articles in journals and newspapers, and 
even the pronouncements of government officials on the subject have elic- 
ited a near unanimous view which seems to say that there can be no substi- 
tute for forging ahead within the cooperation scheme.’ 

In this article I would like to take a different approach from the “ro- 
manticism” that appears to dominate the concept at the present time. My 
purpose is not to contend that regional cooperation is inappropriate to the 
interests of the region, or even that of Nepal; but compared to the perva- 
sive acceptance by others, I would like to explore some of the complexities 
involved in the realization of the concept. 

This article is divided into two sections. The first examines some of the 
criteria that may be necessary to the integration arrangement, along with 
environmental factors that affect the evolution of cooperation in the re- 
gion. In the second section I try to analyze the implications of regional 
cooperation for the foreign policy of Nepal. 
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1. For example, see some of the following articles: Rishikesh Shah, “Imperatives for Re- 
gional Co-operation in South Asia,” South Asia Forum, Winter 1981 (Inaugural Number), 
pp. 1-6; Tilak Rawal, “Regional Perspective for Agricultural Development,” ibid., pp. 7-14; 
and Govind Ram Agrawal, “Nepal and Non-Alignment: Its South Asian Regional Co-oper- 
ation Perspective,” paper presented at a Seminar on Nepal and Non-Alignment, organized by 
CEDA, July 1-2, 1982. 
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The Organizational Process 

An analysis of the efforts to bring about regional integration of the South 
Asian nations must start with the peculiarities of the region itself and the 
political and security factors that contribute to the milieu in which re- 
gional cooperation could develop. South Asia is one of the last areas of the 
globe to become involved in the integration process. Hypothetically, the 
motive at this juncture for regional cooperation may be attributed to the 
following factors. First, the deteriorating international economic environ- 
ment—often identified as an area of policy priority requiring immediate 
action by the developing countries—has not escaped the attention of the 
South Asian nations. As one of the lowest per capita income groups of 
countries in the world, this region has been most severely affected by inter- 
national inflationary and recessionary trends. The recognition of the need 
to work together for mutual betterment may be said to be a salient compo- 
nent of the move toward regional cooperation. Second, the need to coordi- 
nate efforts, both economic and political, in different international forums 
may also be an impetus for cooperation. For example, the North-South 
and South-South negotiations both point to the need to formulate a com- 
mon policy for effective negotiation. Furthermore, the influence of world- 
wide recognition at the moment of need for cooperation among developing 
countries—such as that expressed by the Arusha Ministerial Meeting of 
the Group of 77 for Economic Cooperation among Developing Countries 
(ECDC) and the Report of the Brandt Commission, which called for re- 
gional efforts to resolve common problems*—cannot be discounted. 
Third, in the words of the “Working Paper on Regional Cooperation” sub- 
mitted by Bangladesh, the need to promote a climate of trust and confi- 
dence “for greater political understanding”? also seems to have influenced 
the concept of South Asian Regional Cooperation (SARC). And last, the 
foreign policy interests of each individual country within the concept of 
regional cooperation must also play an important role in the decision to 
join the scheme. Although a difficult conjecture to prove, the inner moti- 
vations in this area will in the future be the main ingredient determining 
the effectiveness of the movement. 

An examination of the background conditions for regional cooperation 
among the South Asian countries reveals both the centrifugal and centripe- 


2. North-South: A Program for Survival; The Report of the Independent Commission on 
International Development, Issued Under the Chairmanship of Willy Brandt (London: Pan 
Books, 1982), pp. 80. 

3. Bangladesh Working Paper on Regional Cooperation (Dhaka, 1981), p. 1, quoted in 
Pramod Kumar Mishra, “Towards a Framework of South Asian Regional Co-operation: Co- 
lombo To Kathmandu,” Foreign Affairs Report, vol. 31, December 1982, p. 214. 
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tal forces interacting in the integration process. If one looks at the overall 
region, one sees the efforts of nations in a poorly endowed area working 
toward mutual assistance, where limited capabilities are surpassed only by 
the will to forge ahead in the process of regional cooperation. 

Statistical data testify to the underdeveloped character of South Asia. 
Covering 3.3% of the world’s land area, the region has less than 1% of the 
world’s natural resources.+ ‘The region’s poverty in natural resources 
partly explains why its per capita GNP (US$148) was less than one elev- 
enth of the world average (US$1,650) in 1976... . The region’s future 
prospects for development are severely constrained by this poverty.”3 This 
problem is compounded by the high rate of popula-ion growth, which ad- 
versely affects the economy. The region registered an “annual growth of 
2.4 percent during 1960-77 and of 2.2 percent during 1970-77, compared 
with a population growth rate of 1.27 percent for the world, 1.9 percent for 
Asia, 0.6 percent for North America, 0.4 percent for Europe and 0.1 per- 
cent for Northern Europe.” The low literacy level in the different coun- 
tries (with the exception of Sri Lanka), the unskilled labor force, and the 
dependence of most of the countries in the region on food imporis® are also 
reflections of the region’s general backwardness. 

If one looks at the seven countries individually, discrepancies in their 
size and strength are clearly seen: 


One of the countries, India, is of sub-continental dimensions and is many times 
larger than all the other countries of the region put together. India has 77 per- 
cent of the total population and 72 percent of the total area of the region. It has 
84 percent of the arable land and land under permanent crops, 81 percent of 
forest land and 69 percent of irrigated land, but it is relatively deficient in land 
under permanent pasture. It has virtually 100 percent of the total resources of 
the region in respect of uranium, iron ore, bauxite, copper, gold, lead, manga- 
nese, silver, tungsten, zinc, asbestos and diamond. It has more than 90 percent 
of the resources of coal, crude petroleum, chromium, magnesite and salt. Paki- 
stan is relatively better endowed with land resources. With 9.3 percent of the 
population of the region, it has 19 percent of the land area, 10 percent of arable 
land and land under permanent crops, and 27 percent of the irrigated land. It 
has substantial quantities of natural gas and salt and relatively small quantities 
of petroleum. It is very poor in respect of other minerals. Bangladesh is very 
poorly endowed with natural resources. With more than 10 percent of the pop- 
ulation of the region, it has only 3.2 percent of the land area, 4.66 percent of the 
arable land and land under permanent crops, 2.9 percent of irrigated land. It 


4. M. L. Qureshi, Survey of Economic Resources and Prospects of South Asia (Colombo: 
Lotus Press Ltd., 1981), p. 7. 

5. Ibid. 

6. Ibid., pp. 14, 19-21, 46. 
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has some natural gas and small quantities of coal and fisheries resources. It has 
no other mineral resources. Nepal has a relatively large area under permanent 
pasture and forest but no known mineral resources. Bhutan has a relatively 
large forest area but no mineral resources. Sri Lanka and Maldives have some 
fisheries resources. ’ 


Similarly, if one looks at economic and military dimensions, the prepon- 
derance of the same countries is also apparent (see Table 1). India’s large 
size and equally large population is matched by its GNP, the size of its 
armed forces, and its defense expenditures. Pakistan, with the third largest 
population, has the second largest GNP but less than one-third of India’s; 
its armed forces and defense expenditures rank second in the region, but 
are, respectively, less than one-half and roughly one-third those of India. 
Although Bangladesh has the second largest population, its estimated 
GNP and its armed forces total much less than one-tenth of the respective 
figures for India; similarly, Bangladesh’s defense expenditures are also a 
small fraction of the expenditures of India and Pakistan. Of the five coun- 
tries for which figures are available, the estimated GNP, the size of armed 
forces, and the defense expenditures for Nepal and Sri Lanka are almost 
insignificant compared with those of their larger neighbors. While Sri 
Lanka has, within this category, the smallest armed force, Nepal’s GNP 


TABLE 1 South Asia: Comparison of Population, GNP, and Defense 
Expenditures 


Defense 
Total Armed Estimated GNP Expenditures 

Country Population Forces (billions of US$) (millions of US$) 
Bangladesh 92,900,000 77,000 9,53 158 
Bhutan 1,400,000 n.a. n.a. n.a. 

India 683,900,000 1,104,000 116? 5,120 
Maldives 200,090 n.a. 064 n.a. 
Nepal 14,309,000 25,000 1.76° 22 
Pakistan 88,950,000 450,000 30 1,540 

Sri Lanka 14,900,000 14,840 3.2° 63 


SOURCES: The Military Balance, 1981-1982 (London: The International Institute of 
Strategic Studies, 1981), pp. 76-87; Asia 1984 Yearbook, pp. 6-7. 

a. GDP (1979) 

b. Figures for 1980 

c. Figures for 1979 

d. GDP (1983) 


7. Ibid., p. 13. fey 
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and defense expenditures are the lowest. If conjectures are permitted, it 
would not be incorrect to say that the figures for Bhutan and the Maldives 
would be much lower still. | 

It has been argued that India’s large size and possession of most of the 
area’s natural resources do not mean that it is “richer in respect of natural 
resources than other countries” because, in terms of per capita resource 
base, it “does not appear to be better off than other countries at the pres- 
ent.”® Moreover, it has also been held that India’s per capita defense ex- 
penditure is the lowest in the region.? Both of these arguments are 
misleading. What is important here is that although in absolute terms In- 
dia’s resources may be insignificant, they nevertheless give it a significant 
bargaining power vis-a-vis the other countries of the region. India’s rank- 
ing twelfth in the world in GNP,!® its military strength, and its share of 
natural resources gives the country a major weight in regional affairs that 
cannot be ignored in the movement toward cooperation. In substance, 
therefore, an organization of South Asian nations cannot be realized with- 
out Indian cooperation, or concurrence. 

If one were to draw a general conclusion from the limited materials 
available concerning the “background conditions” necessary for regional 
integration, it would have to be that the environment does not appear very 
conducive to it—unless some external variable like political will provides 
the extra impetus to the movement. For example, a look at the rate of 
transactions between the countries of the region presents a very bleak pic- 
ture. The lack of complementarity in the economies of the Scuth Asian 
countries accounts for the insignificant proportion of imports and exports 
of food and raw materials among them. Trade in manufactures is limited 
for the same reason. The only exception here is Nepal, whose “depen- 
dence on trading arrangements with India is a function of geography.”?! 

Intra-regional communication, another medium of transaction, also has 
not developed significantly among the South Asian nations. This comment 
by the Pakistani foreign secretary, Riaz Piracha, explains the situation 
very accurately: 


There are no direct telecommunication links among several countries of our 
region. Telephone calls between our regional capitals sometimes take longer to 


8. Ibid. 

9. U. S. Bajpai, ed., India’s Security (New Delhi: Lancers Publishers, 19835. 

10. See “India Ranks 12th in Terms of GNP in World,” The Statesman, June 3, 1982, p. 7. 
11. Qureshi, Survey of Economic Resources, pp. 139, 141, 144-146. 
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mature than journeys by air. Sometimes we have to approach a neighbouring 
country by going half way round the world.12 


Similarly, postal facilities, as measured by the number of letters per capita 
within a country, are well developed in Sri Lanka (61 letters per capita in 
1976) but less developed in India (11 letters per capita), Pakistan (seven), 
Bhutan (one), and Bangladesh (less than one letter per capita). Nor have 
transport facilities been developed among these nations. Although the in- 
frastructure for transport was established in colonial days and oriented 
mainly toward the West, since then there has been no major shift in the 
direction of intraregional cooperation.!> Here also, unless the general 
political environment becomes conducive, the chances for change seem 
small. 

No specific data exist on the interaction of modern associational groups 
among the South Asian countries. A nongovernmental level group, known 
as the Committee on Studies for Co-operation in Development in South 
Asia (CSCD), was formed in 1978.!4 Although this group may serve a 
neofunctionalist purpose in the long run, its obscurity in recent years has 
led to its near impotence in terms of enhancing the current process. 

There is also a dearth of information on the nature of elite complemen- 
tarity among the South Asian nations. If one views the relationship of 
elites in terms of their perceptions of each other, as Baral has done, then 
one may conclude that here too the general environment ts not particularly 
conducive to cooperation. 


South Asian Regional Co-operation is thus beset with both perceptions and real- 
ities. Perceptions often lead power elites to devise tactics for dealing with a 
dominant neighbour, and national realities make them inflexible and cautious. 
When there is a political consensus on vital national interests, the South Asian 
rulers do not care to give a deliberate twist to their relationship.!> 


And last within this discussion, the dependence of the South Asian na- 
tions on outside economic and military assistance diminishes the maneu- 
verability of the respective nations in their policies toward each other. The 
level of influence of different powers and the unpredictability of interna- 


12. See the text of the Pakistani Foreign Secretary’s address to the Second Meeting of 
Foreign Secretaries in Kathmandu, in South Asian Regional Cooperation: Report of the Sec- 
ond Meeting of the Foreign Secretaries of the South Asian Region, November 2-4, 1981 (Kath- 
mandu: HMG Press, 1981), p. 18. 

13. Qureshi, Survey of Economic Research, pp. 130-131. 

14. Agrawal, “Nepal and Nonalignment,” pp. 29-32. 

15. Lok Raj Baral, “South Asian Regional Cooperation: Problems and Prospects,” The 
Journal of Development and Administrative Studies, 4:1&2, p. 29; see also pp. 24-30. 
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tional events, such as the Soviet intervention in Afghanistan, may also de- 
termine the process of integration. 

The present state of affairs after numerous meetings of the foreign secre- 
taries and also a foreign ministerial level meeting of the seven South Asian 
nations shows the evolution of a certain pattern that may determine the 
future characteristics of SARC. What the records of these meetings make 
clear is that there are differences among the countries both in kind and in 
levels of agreement, but that at the same time, a certain consensus exists on 
the need to enhance regional cooperation. There appears to be a certain 
level of agreement among the seven members on the fundamental premise 
on which regional cooperation should be based—mutuality of benefit, for 
instance—but the smaller countries appear to have a sharper view in this 
area. Bangladesh, in reiterating this point, considered it essential to add 
that the “greatest care has to be taken so that the weak are not exploited 
by the strong.”!© Nepal also dwelt on the theme, adding that regional 
cooperation “should not be an arrangement favourable to a few nor should 
it hinder the development of the distinct personality of each nation.”’!’ 

The cleavage in the position of the seven countries is most apparent in 
discussion of the modalities for realizing the cooperation scheme. While 
some favored the inculcation of “high politics” in working out the process, 
others seemed to prefer the “low politics” approach. For example, Ban- 
gladesh, in proposing South Asian Regional Cooperation, envisaged dis- 
cussion at the summit level. When it became evident that some states 
objected to this, Dhaka consented to a step-by-step, three-tiered approach, 
i.e., foreign secretarial, foreign ministerial, and summit.'!® India, Pakistan, 
the Maldives, and Nepal all had reservations about immediately jumping 
to the summit level. Pakistan, for instance, suggested that the group 
“move forward in a measured manner, one step at a time, without forcing 
the pace of progress.” Its foreign secretary also suggested that modalities 
of cooperation in the least controversial areas be chosen for attention 
first.!9 Nepal also recommended that, although it was open to suggestion 
on the timing for a political level meeting, the “ground work” first be 
properly laid at the secretarial level.2° Sri Lanka, expressing overall sup- 


16. See the text of the statement by the foreign secretary or Bangladesh delivered in Co- 
lombo, in Meeting of South Asian Foreign Secretaries, 21-24 April, 1981, Colombo, Sri Lanka 
(Mimeograph of verbatim records), p. 14. 

17. Statement by Jagdish S. J. B. Rana delivered at Colombo, in ibid., p. 33. 

18. Statement by the Foreign Secretary of Bangladesh, in ibid., p. 13. 

19. Statement by the Foreign Secretary of Pakistan, in ibid., pp. 37, 38. 

20. Statement by the Nepalese Foreign Secretary in Islamabad, in Third Meeting of For- 
eign Secretaries of the South Asian Region, 7-9 August, 1982, Islamabad, Pakistan (Islamabad 
Printing Corporation of Pakistan, 1982), p. 21. 


SRIDHAR K. KHATRI 433 


port for the Bangladesh Working Paper at the first meeting in Colombo, 
moved directly toward the original Bangladesh position at the third meet- 
ing in Islamabad when its representative, W. T. Jayasinghe, strongly ap- 
pealed for a meeting at the political level.?! 

In defining ground rules for meetings of the seven nations as well as for 
the overall cooperation process, some nations appear to have accepted cer- 
tain general principles while others have deliberately remained aloof from 
comment. The general acquiescence seems to have included acceptance of 
the concept of unanimity in deciding all issues at the meetings, but what 
issues can be brought up during the discussions have not been clearly de- 
fined. India, for example, has asked that no bilateral and contentious is- 
sues be raised in the meetings.2* Nepal and Bangladesh have declared only 
that regional cooperation cannot be a substitute for bilateral cooperation. 
And Pakistan has deliberately kept silent on the matter, presumably in 
order to exercise the right to bring up such issues just as it did during the 
seventh summit meeting of the Non-Aligned Nations. 

The major contribution of the exploratory meetings of the foreign secre- 
taries, later endorsed by the foreign ministerial level meeting in August 
1983 in New Delhi, has been the delimitation of the areas of cooperation. 
Nine different Study Groups (later called Working Groups and ultimately 
Technical Committees) have been formed to evaluate the possibilities of 
cooperation in different fields, while other possible areas have been recom- 
mended by the Committee of the Whole (see Table 2).*7 The slow acere- 
tion of areas for cooperation (1.e., five in Colombo, three additional ones in 
Kathmandu, and one more in Islamabad) demonstrates the cautious na- 
ture of the participating countries, even in such “low key” areas. 

The diversity of position and concern among countries became clearly 
visible at the different meetings. Bangladesh, which in its Working Paper 
suggested eleven possible areas of cooperation, warned the other delegates 
at the first meeting in Colombo that the initiatives for cooperation should 
be taken quickly and that the delegates must avoid getting “bogged down 
in endless debate over the need for ever more information, data, studies, 
etc., which would frustrate the entire objective.”** India, Nepal, and Paki- 
stan suggested that careful studies should be conducted and India and Pa- 
kistan went even further by suggesting that the areas of study be limited. 


21. Statement by the Foreign Secretary of Sri Lanka, in ibid., pp. 26-27. 

22. Statement by the Foreign Secretary of India at the Colombo meeting, p. 22. 

23. See “Conclusions of the Committee of the Whole,” in Report of the Second Meeting, p. 
48. 

24, Statement of the Foreign Secretary of Bangladesh at the Colombo meeting, p. 13. 
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TABLE 2 Areas of Cooperation 


Identified Areas of Cooperation Coordinator | Areas Recommended by the 
Country Committee of the Whole 


Colombo meeting 
Agriculture Bangladesh . Education and training 
Rural development Sri Lanka . Cultural exchanges 
Telecommunications Pakistan . Scientific and 
Meteorology India technological 


5. Health and population Nepal cooperation 
activities . Tourism 

Kathmandu meeting . Shipping 

6. Transport Maldives . Monetary cooperation 

7. Postal services Bhutan . Cooperating in 

8. Scientific and international economic 

technological cooperation Pakistan negotiations and 

Islamabad meeting negotiations with 

9. Sports, arts, and culture India MNCs 
Transport . 
Information and 
communication 
Environment, including 
marine pollution 
control 
Postal services 
Coordination of policies 
of manpower export 
Promotion of 
cooperation among 
regional planners, 
NGOs, academic 
research, and other 
institutions 





The Indian foreign secretary later went on to recommend “‘that progress in 
the five fields already identified should first be assessed before taking up the 
question of additional [thirteen] areas” identified by the Committee of the 
Whole.?5 However, after making this statement during the second meet- 
ing in Kathmandu, India suggested an additional area of cooperation dur- 
ing the third meeting in Islamabad. The Pakistani foreign secretary also 


25. Statement of the Indian Foreign Secretary in the Report of the Second Meeting, p. 12. 
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prescribed caution in the expansion of study areas, suggesting that the 
group “not extend our energies over too wide an area.”’?° 

What is noteworthy about these deliberations from the point of view of 
our schematic approach is that all of the nations, despite their differences, 
consider it essential to encourage the neofunctionalist approach to cooper- 
ation among themselves. But since there are very slight preexisting bases 
of cooperation in these specified areas, the decision to dictate the pace of 
cooperation therefore remains a political one. The primacy of political fac- 
tors, which seem hidden behind the facade of cautious diplomacy, is an 
expression of the geopolitical realities of the region that cannot be ignored 
in the integration process. The environment that will sustain the contem- 
porary phase of cooperation therefore is contingent upon the existence of 
regional detente, primarily between India and Pakistan. Similarly, the 
cautious interaction of the countries during the exploratory phase also re- 
flected the uncertain balance that seems to prevail in the region. If we 
examine this closely we will find that there are two interrelated factors 
responsible for the present state of affairs. 

First, on the surface, there exists today politically contentious issues in 
the relations of the South Asian nations that hover over discussions on 
regional integration. Because of the preponderance of India in the area, a 
dichotomy exists between India on the one hand, and its respective neigh- 
bors, on the other. For example, India and Pakistan are currently engaged 
in negotiations on the concept of the “No-War Pact” proposed by General 
Zia, which in essence amount to diplomatic sparring between the two na- 
tions. Because both countries are committed only to diplomatic negotia- 
tions and nothing beyond that, this noncommittal relationship is carried 
over to the exploratory talks on regional cooperation. The linkages be- 
tween bilateral discussions and negotiations on regional cooperation 
therefore cannot be underestimated when considering the future of integra- 
tion. India is also engaged in discussions with both Bangladesh and Nepal 
on sensitive issues. The outcome of negotiations over the Ganga river wa- 
ters, Tal Patty (New Moore) Island, the Tin Bigha strip of land between 
Bangladesh and India, not to mention the controversy over the barbedwire 
fence India is erecting along the border of the two countries, will have a 
bearing on the political atmosphere between them and consequently will be 
reflected in the cooperation arrangment. Between Nepal and India, the 
Zone of Peace concept: offered by Nepal figures prominently in their polit- 
ical relationship and cannot be completely ignored in discussions on re- 
gional cooperation when most of the other countries in the region have 


26. Statement of the Pakistani Foreign Secretary, in ibid., p. 19. 
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already accepted the proposal. Since this is not a matter of bilateral nego- 
tiation only, the understanding that may evolve between the two countries 
will also influence the regional cooperation negotiations. 

Second, beneath the surface, regional cooperation is also related to the 
security considerations of the individual nations, and here again the di- 
chotomy of size and strength appears to influence the issues. The appre- 
hension of the larger country, India, that its smaller neighbors may try to 
undermine its security will have a bearing on how New Delhi decides to 
proceed with the cooperation arrangements. On the other hand, whether 
regional cooperation will increase the security needs of the smaller neigh- 
bors will determine how receptive they will be to the integration process. 

These political and security considerations will no doubt loom large 
over future meetings of government officials of the seven nations. 
Although these issues may not be faced directly, they will be interrelated 
with other issues to be dealt with in the forthcoming meetings. 

Some of the issues which may need consideration at the highest political 
level are the following: 


1. Equitable distribution of benefits. So far the work carried out by the 
Study Groups (and later the Working Groups and Technical Committees) 
has focused on the modalities of cooperation. It may be up to the political 
leaders, therefore, to decide how the benefits and interactions in the speci- 
fied fields are to be distributed “equitably.” 

2. Cost sharing of projects. The Report of the Committee of the Whole 
on financial arrangements has virtually left open how the major cost bur- 
dens should be shared in implementing cooperation schemes in all the dif- 
ferent fields.?” It will therefore be left to political leaders to decide on how 
to apportion costs among the member nations. 

3. JInstitutionalization. The issue of creating a Secretariat and building a 
structure of cooperation, which was deliberately put on the shelf by the 
first meeting in Colombo, will need to be faced by political leaders in the 
near future. So far the Bangladesh draft of the Declaration has leaned 
heavily on the ASEAN experience in this area. Because of the dissimilar- 
ity of experience and needs of the South Asian nations and the Southeast 
Asian nations, the Bangladesh proposal may not be readily accepted. The 
process of finding, or devising, an indigenous model for South Asia may 
therefore occupy much of the time in future discussions. 

4. Identification of substantive areas of cooperation. So far cooperation 
among the South Asian nations has been limited to “low key” areas. The 


27. Report of the Committee of the Whole, January 10-13, 1983, Colombo, Sri Lanka, par- 
ticularly paragraph 19, p. 6. 
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recommendation of the Committee of the Whole for inclusion of new items 
also falls within the nonsubstantive bracket. Since the cooperation ar- 
rangement has not yet dealt with issues in which the region is better en- 
dowed in resource potential—i.e., water resources and manpower—and in 
which benefits could be derived from economic cooperation, political lead- 
ers meeting in the future may be forced to look into these areas despite the 
limitations set by the Committee of the Whole. _ 


In sum, therefore, it is important to observe that South Asian Regional 
Cooperation, which so far has remained apolitical, cannot in the future 
remain isolated from the political field. Consequently, whatever shape 
SARC may take later also will be dictated by political realities. 


Nepal’s Role in SARC 


Nepal’s involvement in the SARC scheme can be viewed from several an- 
gles. First, as a sine qua non of any country’s interest in external affairs, it 
must be viewed from the political perspective. Second, the economic di- 
mension of cooperation, in terms of the likely benefits it may procure and 
the cost it may impose, demands attention. Third, it is important to assess 
for Nepal the meaning of cooperation in the nine different fields. And last, 
it may be beneficial to review the mechanism of Nepalese diplomacy in 
dealing with the issue of regional cooperation. 

In political terms, it is important to note that SARC opens up a new 
avenue in the area of Nepalese diplomacy. Multilateral interaction in- 
troduces a novel approach in tackling issues among the countries of the 
region. This type of multilateral diplomacy is different from the usual con- 
ference diplomacy that has been faced by Nepal before. Whereas in the 
past Nepal was only one of many members and was dealing with issues not 
always related directly to its national interest, all of the matters to be han- 
dled by the regional cooperation arrangement will have a direct bearing on 
Nepal. Similarly, regional cooperation will provide an additional arena of 
interaction where Nepalese foreign policy can maneuver to advance its na- 
tional interests. This maneuverability will in the short run depend on the 
type of modus operandi decided upon for the cooperation scheme in terms 
of organizational arrangements; in the long run, it will depend on the abil- 
ity of the nation to judge the nuances of events to improve conditions for 
Nepal. 

Another aspect of regional cooperation is that interaction among the 
countries will assist in creating the atmosphere for bilateral exchange of 
ideas or discussions among them. Although this can have both a positive 
and negative effect, the political importance cannot be discounted. And, 
regional interaction in the political sense also has a symbolic importance 
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for Nepalese foreign policy. The decision of all seven nations to sit down 
together and decide issues on an equal basis is theoretically a rejection of 
the concept of the supremacy of any nation in the region. Even though 
this does not negate balance of power consideraticns within the regional 
milieu, it does nevertheless go a long way in advancing the rights of the 
smaller nations to participate in dealing with regional issues important to 
them. On the whole, the political significance of SARC for Nepal depends 
not on what benefit other nations are willing to give to Nepal, but rather 
on what advantages Nepal can extract for itself from the scheme. 

The economic significance of regional cooperation for Nepal in the cur- 
rent phase is due not to Nepal’s involvement in any economically related 
areas, but to its omission (except for agriculture) from agendas on regional 
cooperation. Unless salient economically related issues are inducted into 
the discussion on regional cooperation, it is difficult to foresee how the 
scheme will have an impact on the development aspirations of the country. 
Moreover, if and when such issues are taken into consideration, it will be 
important that appropriate strategies be framed beforehand in consonance 
with Nepalese interest in that area. 

Although there is a paucity of literature on the effects of regional eco- 
nomic integration on Nepal, one foreign scholar’s scenario on Nepalese 
involvement within a regional economic scheme presents a very compli- 
cated picture. For example, in the area of exports he sees very little chance 
of benefit to Nepal. Agricultural products account almost entirely for Ne- 
pal’s exports, but the availability of larger agricultural markets through 
integration, he maintains, will not be beneficial because Nepal cannot in- 
crease its supply. Similarly, in manufactured gocds it is questionable 
whether the nascent industries of the country will be able to compete in the 
foreign markets. In terms of the effect of economic integration of the for- 
eign exchange of the country, the impact would also be negative if Nepal 
had to substitute hard currency for soft currency payments on imports. 
Moreover, if there is also a reduction of tariffs between the member coun- 
tries, it 

will lead to increased competition within Nepal’s market. This would have two 
effects on the manufacturing sector. On the one hand, existing manufacturing 
establishments might be affected adversely—constraints on future expansion, re- 
duction of present production levels, or even complete withdrawal. On the 
other hand, the establishment of new industries which might have been possible 
with tariff protection will be more difficult. Similarly, the reduction or removal 
of tariffs will also result in loss of revenue, which now accounts for nearly half of 
total revenue of the country. 
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The author, however, holds that if Nepal was to receive “special conces- 
sions as a less-developed member” the impact of integration might well be 
altered.28 This view was also echoed in 1981 by the then finance minister, 
Y. P. Pant, in an interview in a local journal.?? 

Other areas that previously have been identified as potentially beneficial 
to the region, and therefore to Nepal also, are ocean resources, manpower, 
and water resources, Although these are promising fields for cooperation, 
one thing or the other has so far obstructed the utilization of these re- 
sources. For instance, reference in the 1970s to the ocean floor and the 
seabed as “the common heritage of mankind” has lost much of its potency, 
with the ocean-grabbing that symbolized the Third United Nations’ Con- 
ference on the Law of the Sea. The extension of territorial jurisdictions of 
coastal states to two hundred miles through the concept of an Exclusive 
Economic Zone (EEZ) and the weakening of the powers of the Interna- 
tional Authority in issuing licenses and collecting revenues have signifi- 
cantly reduced the prospects of benefits from the resources of the sea.°° In 
this respect, the benefits for Nepal and Bhutan, the two landlocked nations 
within the South Asian region, are more remote than for the others. 

Manpower, as another significant resource of the region, offers a poten- 
tial avenue for cooperation,>! but it also remains to be exploited. More- 
over, for Nepal the relatively small size of its labor force when compared 
with those of India, Pakistan, and Bangladesh, and the low level of skills 
creates a problem of how the country can best benefit from this resource if, 
and when, agreements of a regional nature are reached. 

Similarly, regional cooperation in the area of water resources has so far 
failed to make any headway. Although water resources were cited by 
King Birendra as a potential area for “joint venture” with other regional 
countries**—even before the regional cooperation proposal was offered by 
Ziaur Rahman—the efforts of India to keep the issue within a bilateral 
framework, as in the case of Ganga waters, has obstructed the serious con- 
sideration of this issue on a regional level. Until the significant resource 


28. John C. Beyer, “Economic Integration Among Developing Countries, The Advantages 
and Disadvantages for Nepal,” Development Review, 2:1. 

29. See the interview with Y. P. Pant, entitled “Harnessing Resources for Regional Devel- 
opment,” South Asia Forum, Winter 1981 (Inaugural Number), pp. 43-46. 

30. “United Nations Convention on the Law of the Sea,” A/Conf. 62/122, October 7, 
1982. 

31. Qureshi, Survey of Economic Resources, p. 21. 

32. King Birendra’s address to the Plenary Session of the 26th Consultative Committee 
Meeting of the Colombo Plan held in Kathmandu, in Proclamations, Speeches and Messages 
(Kathmandu: HMG Press, 1982), p. 179. 
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advantage of Nepal in this field can be exploited through regional means, it 
is doubtful if other areas will contribute too much to the Nepali interest. 

The benefits for Nepal from the nine areas of cooperation so far defined 
by the secretarial level meetings also are not very clear. The Report of the 
Committee of the Whole suggests ambiguity in these areas, if nothing else. 
For example, the activities of the Working Groups so far appear to have 
reached consensus in two areas. First, activities amenable to short term 
cooperation are, inter alia, exchange of data, exchange of expert services, 
training and research, and the holding of seminars/workshops in the coun- 
tries of the South Asian region. Second, activities amenable to long term 
cooperation are, inter alia, the establishment of regional institutions for 
training and research; the creation/strengthening of linkages among ex- 
isting national institutions in the seven South Asian countries in the agreed 
areas of cooperation; and the strengthening of infrastructural support in 
areas such as postal services, telecommunication, reilways, highways, ship- 
ping, meteorology, etc., which would require capitel investment by partici- 
pating countries.34 

Translated roughly, the sum of these developmer-ts seems to point to the 
following conclusions. First, it seems to indicate a continual process of 
interaction in these defined areas without any hirt of a time limit when 
concrete results can be expected by any of the groups. This aspect, in a 
way, seems to confirm the fears of protracted negotiations voiced by the 
foreign secretary of Bangladesh during the first meeting in Colombo. Sec- 
ond, the different projects all seem to call for a arge input of funds to 
operate effectively, and as already pointed out, the method of cost sharing 
has not been adequately defined. And last, what benefits these various co- 
operation schemes hold for the seven countries are also very dubious at 
this point. 

Given the present state of ambiguity, it may be important for Nepal to 
reassess current trends in the South Asian Regional Cooperation scheme 
with a view to the strategies it will have to evolve in order to benefit from 
the arrangement. A short article of the present type cannot do justice to 
the multi-faceted study that needs to be conducted on this process. More- 
over, I am also not quite sure if even the government machinery at the 
present moment is adequate for performing the kind of work that needs to 
be done. Two factors call for this reservation. First, the division of the 
Foreign Ministry currently responsible for this area is understaffed and 
overloaded with more assignments than any other division of the Ministry. 
Theoretically there is a team with one joint secretary and three undersecre- 
taries in this division, South Asia and International Organization, two pri- 


33. Report of the Committee of the Whole, pp. 2-3. 
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ority areas of Nepalese foreign policy.*4 In reality only the joint secretary 
and an undersecretary are responsible for management of affairs relating to 
SARC, and the kind of in-depth study required on regional cooperation 
cannot be fulfilled when these officers have to oversee other matters in 
addition to their responsibilities related to cooperation schemes. And sec- 
ond, coordination between the Foreign Ministry and the nine “coordina- 
tors” from various departments of the government has been limited to 
perfunctory attendance at meetings. On the one hand, this has precluded a 
microscopic study of the cost of, and benefit from, Nepal’s participation in 
each of the nine different fields, and on the other hand, has prevented a 
wholistic approach to the study of the interrelationship between these ar- 
eas and the interests of Nepal’s foreign policy. 

The development of a comprehensive approach to regional cooperation 
must be tackled by a mechanism of Nepalese foreign policy. This mecha- 
nism, as has already been recognized, cannot be limited to the Foreign 
Ministry alone. So far only those departments that have some relevance to 
the nine specified fields have been included as part of the Nepalese appara- 
tus in the regional cooperation scheme. The omission of the Finance Min- 
istry, with all the important departments under it—i.e., trade, customs, 
etc.—and other equally relevant ministries must be rectified if we are to 
look not only at the present state of regional cooperation but also into its 
future prospects for Nepal. If Nepal’s policy toward the arrangement is to 
be prescriptive of the country’s interest rather than reactive to develop- 
ments that may later envelop the nation, Nepal must consider the need to 
develop a permanent structure for studying the experiences of other re- 
gional interaction arrangements, analyzing the nuances of developments 
within each phase of the South Asian cooperation scheme, and also look- 
ing into SARC’s future potential. 

In conclusion, let me try to capsulize some of the main points I have 
attempted to convey in this article. First, the exploratory meetings at the 
foreign secretarial and the foreign ministerial levels of the seven South 
Asian nations, which tested the waters of cooperation by adhering to low 
key issues, will not in the future be limited to apolitical areas only. The 
success of the scheme so far in insulating the nine areas of cooperation 
from politically volatile issues may not always hold true in other circum- 
stances involving other issues and actors in the region, as the case of the 
Tamil separatists in Sri Lanka demonstrated in the midst of the foreign 


34. The priority areas in Nepal’s foreign policy have been analyzed thoroughly by a former 
diplomat, Y. N. Khanal. See his article, “Nepal’s Foreign Policy: A Search for a Model,” in 
Y. N. Khanal, Nepal: Transition from Isolationism (Kathmandu: Saja Prakashan, 1977), pp. 
102-124. 
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ministerial meeting in August 1983. Future agendas for meetings of polit- 
ical leaders, which will have to consider politically related issues and the 
political environment of the region which overshadows the whole concept 
of the cooperation arrangement, most probably will influence what shape 
the cooperation arrangement takes in the years ahead. And second, we 
must recognize the fact that implications for Nepal of the South Asian 
Regional Cooperation arrangement are not very clear at the moment. 
Although SARC offers both opportunities and pitfalls, it will be Nepalese 
decisions on how to deal with it in the current phase that will determine 
whether or not the country, in the end, will persevere in regional coopera- 
tion objectives. 
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Recent attempts at exploring avenues of cooperation 
within South Asia on a multilateral basis and efforts to institutionalize 
these preliminary attempts in South Asian Regional Cooperation (SARC) 
are a manifestation of the ingrained feeling among the ruling elite and 
opinion makers in the Indian subcontinent that there is an inherent geo- 
graphic and cultural unity in South Asia (plus the fact that India until 
1947 functioned as one economic unit) that needs institutional expression 
of some sort, however vague or feeble this expression might be. There are 
three additional factors promoting this (however half-hearted) drive to- 
ward what is called “regional cooperation.” 

The first is the demonstration effect of such institutionalization in other 
parts of the world, particularly the Third World, from Latin America 
through the Gulf to Southeast Asia. The second factor is related to the 
hope that economic cooperation among the seven South Asian countries 
would somehow enhance their capacity for collective bargaining with the 
rest of the world, especially the developed world. The third is the feeling 
among the smaller South Asian countries that a multilateral forum which 
includes them as well as India would (a) take some of the rough edges off 
their bilateral relationships with India, which have been uniformly uneasy 
and occasionally hostile, and (b) would increase their capacity for collec- 
tive bargaining vis-à-vis India on issues that hitherto have remained basi- 
cally bilateral in character. 
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The purpose of this article is to raise the question of whether these fac- 
tors and considerations by themselves are enough to get a regional cooper- 
ation arrangement off the ground, and to look at the experiences of certain 
other institutionalized regional cooperation arrangements—the European 
Community, ASEAN, and the Gulf Cooperation Council (GCC) to see 
what were the factors that contributed to their success and whether in the 
absence of all or any of these factors it is possible for SARC to hope to 
achieve even a modest amount of success. 

Even a cursory look at the three examples mentioned above would lead 
a perceptive observer to conclude that the various constituents of these 
regional or sub-regional groupings share the following critical concerns: 


(a) Common and similar (though not necessarily identical) threats either 
from internal or external sources, or both. This provides a congruence in 
security perceptions. 


(b) Similar political systems which provide a congruence in ideological/ 
political perceptions. 

(c) Common foreign policy orientations regarding major issues related to 
the global balance of power and its regional manifestations. This provides 
a congruence in strategic perceptions. 


(d) A consensus regarding the role of the pivotal power within the re- 
gional grouping, a consensus shared by the pivotal power itself. This pro- 
vides the basis for internal cohesiveness within the grouping and sets the 
limits beyond which neither the pivotal power nor its partners may stray in 
intra-regional and intra-group relations. 


Economic complementarity augments regional bonds that have been 
created for political-security reasons, and, as in the case of Western Eu- 
rope, might even evolve an independent life of its own; but economic con- 
siderations are secondary to the political-security factors, especially at the 
crucial early stage of community formation. This is why the emphasis on 
economic factors as the primary bases for regional cooperation in South 
Asia has a rather hollow ring about it. 

The secondary importance of the economic factor is also borne out by 
the fact that the formulation of joint strategies for economic negotiations 
with the developed world can be achieved through larger organizations 
like the Group of 77, UNCTAD, etc., and there is little need to have a 
specific South Asian organization for this purpose. Moreover, except for 
Nepal’s and Bhutan’s economic dependence on India due to their land- 
locked character, the countries of South Asia are not of essential or vital 
importance for each other’s economic development. The disruption of the 
economic as well as the political unity of India in 1947 followed by Indo- 
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Pakistani hostility over Kashmir and other issues forced the two major 
South Asian countries to build divergent economic linkages and to curtail, 
in fact destroy, their economic links with each other so as not to be held 
hostage economically at times of political or military confrontation. The 
severance of economic links between India and Pakistan (which then in- 
cluded Bangladesh as well) in the late 1940s and early 1950s was the result 
of political decisions based on political and security calculations and not 
on economic considerations. The primacy of the political factor thus 
demonstrated in the early years of independence has continued to haunt all 
subsequent efforts aimed at promoting economic cooperation within South 
Asia. 

The crucial importance for cooperative regional efforts of the four polit- 
ical factors mentioned above is borne out by the experience of the three 
cases I have cited—the European Community, ASEAN, and GCC. The 
first factor, a common.threat perception, can be subdivided into percep- 
tions of internal and external threats. 

If one looks at the crucially important formative stages of these regional 
cooperation arrangements, it becomes clear that had it not been for com- 
mon threat perceptions—of both internal and external threats—the group- 
ings would either not have been formed or, if such attempts were made, 
the sense of community would have remained extremely diluted. The first 
post-World War II step toward Western European economic regenera- 
tion, which was considered essential for the region’s economic integration, 
was the Marshall Plan of 1947 conceived, despite the invitation to the So- 
viet Union and its East European allies, within the framework of the 
emerging cold war and within the larger economic designs that the United 
States had for the “free world.” 

European economic regeneration was essential both because it could 
contribute collectively to the strength of the Euratlantic alliance and in 
order to neutralize internal threats to certain regimes—especially in 
France and Italy—from indigenous communists who were considered to 
be the Soviet Union’s “fifth column” in the capitalist democracies. The 
socioeconomic dislocation caused by the war had provided fertile ground 
for communist popularity in electoral terms. A major aim of the Marshall 
Plan was to diffuse this internal threat by putting European economies 
back on their feet. Therefore, the two threats—the internal and the exter- 
nal—merged to provide the rationale not merely for adherence to the Mar- 
shall Plan but for later steps toward Western European economic 
integration that led to the formation of the EEC in 1957. 

It was no wonder, therefore, that NATO—the institutionalization of the 
political-security Euratlantic alliance—predated the EEC by eight years. 
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Western European economic integration was perceived as essential for the 
strengthening of the Euratlantic security community. As A. W. De Porte 
has concluded: 


The eventual result [of this process] was the development from 1947 on of not 
one but two lasting sets of institutions that defined West as against East in Eu- 
rope—the Atlantic-global, first in time and rank, and within them, the Euro- 
pean regional. Both sets included political and security as well as economic 
components. ... [The] Atlantic economic system, developed within the 
framework of the cold war, is a major element in 2 broader system of state 
relations. Some, of course, have argued that the economic component was the 
mainspring and motive of the system, perhaps even the system itself. More ac- 
curately, the Atlantic economic system that crystallized after 1947 was the 
American economic design for the post-war world scaled down to fit the part of 
the world then amenable to U.S. influence. But it was also more than this. The 
cold war gave political solidity, a broader dimension to the economic system 
which it was not likely to have had in any other wav.! 


There was another source of threat common to all European states that 
led to moves toward European integration. This was the threat of a 
united, rearmed Germany emerging Phoenix-like from the ashes, as it had 
done after World War I, to threaten once again the delicate European 
equilibrium that had been unable to accommodate and/or control united 
Germany since 1870. The superimposition of the cold war division on a 
divided Germany, of course, acted as the primary check on potential Ger- 
man ambitions. But even a truncated (West) Germany was the preeminent 
economic and, potentially, military power in Western Europe. German 
power, particularly if rearmed, could be kept in check first by expanding 
the European system to a Euratlantic system, thereby including the U.S, in 
the balance, and second by proceeding with the rebuilding of German eco- 
nomic and military capabilities within a larger European or Euratlantic 
framework provided by ECSC, NATO, WEU, and EEC. 

From the foregoing discussion it becomes clear that the primary cement- 
ing factor of the EEC was provided by the external Soviet threat and the 
internal communist threat supplemented by concern for a revitalized Ger- 
many that could turn out to be revanchist as well. It was to meet these 
multiple threats that the institutions of the European Community and 
NATO were devised. In fact, NATO provided the basic security frame- 
work within which European economic integration could take place. Even 
today scholars like Hedley Bull, when they display their intellectual 
deGaullism by calling for a Europeanist alternative to Atlanticist and neu- 


1. A. W. De Porte, Europe Between the Superpowers: The Enduring Balance (New Haven: 
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tralist attitudes in Western Europe, merely desire the strengthening of the 
European pillar of the NATO alliance, not a security structure independ- 
ent of the two superpowers.” 

As for ASEAN, it has been clear from the very beginning that it “was 
conceived as a multipurpose organization whose ostensible activities were 
social and economic cooperation but whose underlying raison d’etre lay in 
political coordination to cope with a still threatening regional environ- 
ment.”? The former Indonesian foreign minister and vice president, the 
late Adam Malik, made this clear in a statement in October 1974: 
“Although from the outset ASEAN was conceived as an organization for 
economic, social and cultural cooperation, and although considerations in 
these fields were no doubt central, it was the fact that there was a conver- 
gence in the political outlook of the five prospective member-nations . . 
which provided the main stimulus to join together in ASEAN.’ 

This “convergence in political outlook” was the result, once again, of 
shared threat perceptions. All ASEAN regimes had been, or were, 
threatened by internal communist insurgencies or movements. In fact, the 
attempted communist coup in Indonesia in 1965 and its failure symbolized 
both the high point of this phenomenon and its denouement; for the 
change in regime that resulted from the abortive coup brought Indonesian 
security perceptions in line with those of Malaysia, Thailand, the Philip- 
pines, and Singapore. 

The existence, or recent memories, of these communist insurgencies, 
when coupled with a regional environment dominated by the struggle for 
Vietnam, convinced the prospective ASEAN partners to different degrees 
that there was an organic linkage between the external and the internal 
threats they faced and that a consultative-cum-cooperative machinery was 
essential for the coordination of their policies, for the extension of support 
to each other, and for the mobilization of friendly international (particu- 
larly American) opinion on their behalf. Thus, ASEAN was formed in 
1967. 

The British decision announced in 1968 to accelerate their withdrawal 
from east of Suez and President Nixon’s announcement of the Guam Doc- 
trine in 1969 introduced greater urgency into the ASEAN effort to evolve 
a regional association of like-minded regimes. But it was the U.S. defeat in 
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Vietnam in 1975 and the consequent unification of Vietnam and the emer- 
gence of a communist Indochina under Vietnamese hegemony that acted 
as the “catalyst for the speeding up and implementation of a wider and 
more concrete ASEAN cooperation.”° The success of “national commu- 
nism” in Indochina in general, and in Vietnam in particular, posed a major 
challenge to the ASEAN regimes by providing a fillip to the sagging mo- 
rale of indigenous communist forces and by providing an alternative model 
of political and economic development to the peoples of Southeast Asia. It 
was no wonder therefore, that the first ASEAN summit meeting was held 
in Bali in February 1976 in the aftermath of the historic events of 1975 in 
Indochina. 

This does not mean that there is total unanimity within ASEAN regard- 
ing the source(s) of threat to its constituent members. Threat assessments 
made in Kuala Lumpur or Jakarta differ in important respects from those 
made in Bangkok and Singapore. This is particularly true in regard to 
perceptions of China. However, there is a basic common denominator that 
is shared by all members. This common area of concern has been enlarged 
and strengthened since the Vietnamese intervention in Kampuchea in late 
1978. As Chan Heng Chee has argued, “The Vietnamese invasion of 
Kampuchea was god-sent. It became the common cause energizing the 
process of cooperation, galvanizing ASEAN unity. Without Kampuchea, 
there was every likelihood that ASEAN would suffer internal dislocation 
on how to handle an emergent Vietnam and would be forced to confront 
the structuring of a long-term security strategy in a fluid external environ- 
ment.” Kampuchea has, since the Vietnamese invasion, provided the ma- 
jor rallying point for the ASEAN regimes and become the “core focus”? of 
ASEAN activity. 

The economic dimension of ASEAN has had to take a back seat because 
its core concerns have been political-security in character. Economic co- 
operation and coordination of economic strategies have taken place, as was 
the case in Western Europe, within the security framework erected to re- 
spond to the common or similar perceptions of internal and external 
threats held by the ASEAN governments. 

The GCC has been even more blatantly security-oriented. The very tim- 
ing of its establishment is testimony to the fact that the overriding concern 
of its members has been security. The process of its formation was started 
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in earnest at the Arab summit meeting in Amman in November 1980. In 
January 1981 the Gulf leaders, meeting at the time of the Islamic summit 
in Taif (Saudi Arabia), approved the plan to set up GCC. In May 1981 
the Gulf summit in Abu Dhabi officially announced the formation of 
GCC. 

This diplomatic activity was conducted in the aftermath of the Iraqi 
invasion of Iran in September 1980 and in the shadow of other develop- 
ments that had significant security implications for the regimes of the Arab 
littoral of the Gulf. These included the victory of the Islamic revolution- 
ary forces in Iran in early 1979 and the occupation of the Grand Mosque 
in Mecca in November of the same year by “radical fundamentalists.” 
Both these events symbolized the strength of radical, populist Islam—“lIs- 
lam from below”—which posed a most serious challenge to the traditional- 
ist, establishment Islam—‘“Islam from above”—of the conservative Arab 
monarchies and sheikhdoms of the Gulf. The GCC was primarily the 
product of this confrontation and the conservatives’ response to its chal- 
lenge. As James Bill has put it very succinctly: 


At one level the conflict [between populist and establishment Islam] divides the 
Gulf countries against one another, with Saudi Arabia and the other five Gulf 
Cooperation Council states now representing the forces of Establishment Islam, 
and Iran attempting to fly the banner of Populist Islam. At another level, this 
division helps bind the GCC countries closer together as they increasingly con- 
front the internal challenge of Populist Islam and the external challenge of revo- 
lutionary Iran.® 


The division between Iran and GCC and between the two forms of Islam, 
however, goes beyond ideological-theological matters and is related funda- 
mentally to the foreign policy orientations of the two sides and the respec- 
tive threats they perceive from within and outside the Gulf. Within 
GCC, while there are certain differences in the approaches to security is- 
sues between, for example, Kuwait on the one hand and Oman on the 
other, these do not detract from the commonality they share in the identifi- 
cation of internal and external security threats. 

Turning to South Asia one finds a situation that is almost directly oppo- 
site to those prevailing within the European Community, ASEAN, and 
GCC. The perceived sources of internal and external threat are not only 
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very diverse but quite often emanate from, or are seen to be encouraged by, 
the prospective partners in the SARC enterprise. 

If one leaves India out of the discussion for the moment, one would 
come to the conclusion that there are basically two types of internal 
threats that South Asian regimes face. These can be categorized as “au- 
tonomist” (Pakistan, Sri Lanka) and “democratic” (Pakistan, Bangladesh, 
Nepal) on the basis of the goals the challengers to the system hope to 
achieve and/or the way they plan to restructure their respective polities. It 
is interesting to note in this context that almost all these domestic threats 
are linked, in the minds of the ruling elites of the respective countries, with 
India in one form or another. India has been accused of encouraging re- 
gime opponents, of supporting them morally and méeterially, and, although 
this is not explicitly expressed, having a demonstration effect on them be- 
cause of its relative success (although this is becoming increasingly difficult 
to sustain) in operating an open, democratic polity that has provided ave- 
nues for participation and influence to diverse regional as well as ideologi- 
cal forces. It is no wonder, therefore, that Indie has been accused at 
different times of encouraging and supporting Pathan and Sindhi autono- 
mists in Pakistan, Tamil separatists in Sri Lanka, the Nepali Congress in 
Nepal, and the Awami League in Bangladesh—all of which pose strong 
challenges either to incumbent regimes or to the very state structures over 
which these regimes preside. 

In the case of India, its relatively open polity and the relative success of 
its policy of cooptation of counter elites—from Tamil Nadu to Kashmir— 
has by and large diffused internal threats to its state structure and its polit- 
ical system. Even the communists, who in the early years of independence 
appeared credible challengers of the system, have been tamed, divided, and 
coopted. However, recently the system seems to be malfunctioning rather 
glaringly as a result of the over-centralization of power and the concentra- 
tion of decision-making authority in the hands of a few people handpicked 
by the late prime minister for ascriptive rather than genuine political rea- 
sons. It has also meant that regional elements have become more restive 
and more autonomist in their demands as recent events in Punjab have 
demonstrated. New Delhi in turn has tried to justify its policies by blam- 
ing neighbors, particularly Pakistan, for fomenting unrest in India. There- 
fore, the Indian ruling elites’ attitude toward internal threats to the Indian 
polity have started to mirror the attitudes of India’s smaller neighbors. 

Again, in the case of external threats, members of SARC tend to iden- 
tify’ regional countries as the primary and/or major sources of threat 
to their security. The classic “security dilemma” that dominates Indo- 
Pakistani relations is the most glaring example of this. But Bangladesh 
and Sri Lanka (and for that matter Nepal) also tend to identify India, 
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although this usually goes unstated, as the major external threat to them- 
selves. This is largely a function of India’s “bigness”—1in size, demogra- 
phy, resources, military capabilities, industrial prowess, etc.—and its 
obvious preeminence in the region which the other countries, except for 
Pakistan, can do precious little to challenge. But the fear of India is also 
intimately connected with these various countries’ search for their own 
identities. Since they are all offshoots of India in one form or another and 
find it extremely difficult to define their identities except in relation to In- 
dia, their search for identity in non-Indian terms often leads them in anti- 
Indian directions and forms a significant psychological input in their pro- 
cess of threat perception and perception of India. 

Therefore, the situation in South Asia on the score of common threat 
perceptions is very different from the cases described earlier. Two cru- 
cially important points need to be made in this connection. First, in South 
Asia internal threats are of a very diverse nature and are seen to be linked 
to regional encouragement of some sort. Second, external threats to South 
Asian countries are perceived to emerge primarily from other members of 
SARC, and external involvement is perceived primarily as a function of 
regional conflicts. Therefore, in the absence of common threat perceptions 
and security concerns—variables we had identified as crucial to the forma- 
tion and success of regional groupings—prospects for SARC do not appear 
very bright. . 

This conclusion is strengthened by a look at the other three factors I had 
identified as important to the successful functioning of regional coopera- 
tion arrangements. The first of these factors is similarity in the political 
systems of the member countries, which helps provide ideological affinity 
as well as shared domestic political and economic concerns, thus enhanc- 
ing empathy among their ruling elites. The industrial democracies of 
Western Europe share similar political traits not only among themselves 
but with the United States as well. The GCC members all share monarchi- 
cal systems underwritten by tribal codes and legitimized by traditionalist 
Islam. In the face of threats to these “core values” by indigenous militants 
and the Iranian revolution, they tend to close ranks even more than they 
did before. 

While ASEAN may be a more polyglot affair with three basically mili- 
tary-based regimes (Thailand, Indonesia, the Philippines), one traditional 
monarchy (Brunei), and two functioning, although somewhat controlled, 
democracies (Malaysia and Singapore), their laissez-faire economies, their 
dependence on the international capitalist economy, and, in fact, the 
greater convergence of their political systems (with Thailand, Indonesia, 
and the Philippines moving toward dilution of their authoritarian systems, 
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Malaysia moving toward greater restriction on open politicking, and Sin- 
gapore falling somewhere in between) have generated a degree of empathy 
among their rulers almost approximating that in Western Europe. 

Once again, the South Asian case is very different with two functioning 
democracies (india, Sri Lanka), two military regimes (Pakistan, Ban- 
gladesh), two traditional monarchies (Bhutan, Nepal), and one authori- 
tarian one-party state (Maldives). What makes mutual empathy among 
these states even more difficult is apprehension on the part of the authori- 
tarian regimes of the demonstration effect on their countries of their demo- 
cratic neighbors, especially India, and the tendency among India’s rulers 
to ascribe anti-Indian sentiments among its neighbors to the non- 
democratic nature of their regimes. The diverse, in fact opposed, nature of 
South Asian regimes and political systems therefore detracts from the al- 
ready dim prospects for regional cooperation within the subcontinent. 

The next factor contributing to regional cooperation arrangements was 
identified as the similarity of foreign policy orientations, particularly on 
issues relating to the global balance of power and to its regional manifesta- 
tions. Here again the EEC, GCC, and ASEAN fell in one category and 
SARC falls in a quite different one. 

The EEC, as was pointed out, was conceived in the context of the cold 
war and under the security umbrella of NATO. Composed of major alli- 
ance partners of the U.S., its members’ basic stands on issues of the global 
balance are similar if not identical. In the case of both GCC and ASEAN, 
despite shades of difference among their members, the basic pro-Western 
orientation of the two groupings is beyond doubt and, in fact, cements the 
intra-organizational bonds. Therefore, their perceptions of the United 
States are benign and those of the Soviet Union fer from friendly. GCC 
members, especially Saudi Arabia and Oman, are a part of the U.S. global 
security network, and the West, led by the United States, is the major 
supplier of sophisticated weaponry to the GCC countries. In the case of 
ASEAN, Thailand and the Philippines have bilateral security arrange- 
ments with the U.S., and the U.S. has strategic bases in the Philippines. 
Malaysia and Singapore have military links with Australia, New Zealand, 
and Britain. Indonesia, although officially nonaligned, also depends heav- 
ily on the West, particularly the United States, in security matters. With 
the collective deterioration of the ASEAN states’ relationship with Viet- 
nam, which most of them consider a Soviet surrogate, the ASEAN percep- 
tions of the global balance and its regional manifestation have shifted even 
further in Washington’s favor. 

As opposed to this consensus on issues of the global balance found 
within the EEC, GCC, and ASEAN, South Asia presents a very frag- 
mented picture. The smaller countries, especially Pakistan, Bangladesh, 


MOHAMMED AYOOB 453 


and Sri Lanka, seem to lean toward the U.S. in their foreign policy orienta- 
tions while India seems to lean toward the Soviet Union. Pakistan’s links 
with the U.S. are qualitatively different from those of the other South 
Asian countries since it had been in an alliance relationship with the U.S. 
in the 1950s and 1960s, and despite its membership in the Non-Aligned 
Movement, has moved back toward that position since the late 1970s—a 
movement that has been accelerated by the Soviet intervention in Afghani- 
stan in December 1979. India’s main strategic links have been with the 
Soviet Union from the 1960s onward. This has been the result of many 
factors, including the U.S.-Pakistan alliance, the Sino-Indian war of 1962 
coupled with the Sino-Soviet rift and later with the Sino-U.S. rapproche- 
ment, Nehru’s perception of Moscow as the weaker of the two poles of 
power and his decision to tilt toward it in order to increase Indian maneu- 
verability, and the differences in U.S. and Soviet attitudes in the 1950s 
toward nonalignment in general and Indian nonalignment in particular. 
Above all, Soviet readiness to accept the primacy of India’s regional objec- 
tives in South Asia through most of the postwar period has led by and 
large to a harmony of the two countries’ strategic perceptions as far as 
South Asia is concerned, a condition not present in the U.S.-Indian rela- 
tionship. 

There is, therefore, a wide divergence within SARC in terms of its mem- 
bers’ assessments of the global balance of power, of the two superpowers, 
and of the effect of superpower rivalry on the subcontinent. In this spec- 
trum of views, India stands at one end and Pakistan at the other with the 
others falling in between, mostly bunched up near Pakistan’s end, with the 
exception of Bhutan whose stand is closer to India’s for obvious reasons. 
Since all regional arrangements have to function in what is by and large 
still a bipolar world in strategic and political terms, this discrepancy in the 
members’ perceptions is bound not merely to detract from the efficiency of 
SARC’s functioning but from its sense of common identity and interests as 
well. 

The last major factor that needs consideration is related to the consen- 
sus regarding the role of the pivotal power within the regional grouping, a 
consensus that is shared by the pivotal power itself. This consensus, as I 
have argued earlier, provides the basis for cohesiveness within the group- 
ing and sets the limits beyond which neither the pivotal power nor its part- 
ners may stray in intra-regional and intra-group relations. 

This consensus exists for the most part within the European Commu- 
nity, ASEAN, and GCC. In the larger Euratlantic security system that 
provides the security umbrella for the EEC, the U.S. is, of course, the piv- 
otal power. Despite minor differences about the U.S. role in the alliance, 
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there is a widely shared consensus about that role within Western Eu- 
rope—a consensus that is determined by America’s superpower status. 
Within the West European segment of the Atlantic alliance, it is clear that 
West Germany is the pivotal power—because of its geostrategic location, 
industrial capability, manpower, and GNP. However, given the historical 
background of the two world wars, a consensus has existed in Europe that 
German military, if not economic, power be circumscribed, a consensus 
that West Germany has also come to accept as part of the deal by which it 
has been integrated into the Euratlantic security and economic systems. 
This is also a consensus that Western Europe shares with eastern Europe, 
particularly with the USSR; the postwar division of Germany has made 
feasible the circumscribing of German power. The ECSC, the defunct 
EDU, the WEU, and NATO have all worked on this assumption. Short of 
a major breakdown of the European order, it is difficult to imagine how 
this consensus could be transformed—and such a breakdown can occur 
only as a result of a war in Europe involving the superpowers or a deal 
between them that acknowledges one of them as the hegemonic power in 
all of Europe. Since either scenario is extremely unlikely to occur, the 
consensus over West Germany’s role—and West Germany’s acceptance 
and sharing of this consensus—is expected to continue into the foreseeable 
future. 

Saudi Arabia is obviously the pivotal power in GCC. In fact, it would 
not be wrong to view GCC as an instrument for the institutionalization of 
Saudi supremacy on the Arabian Peninsula. Despite some residual suspi- 
cions and unease among the smaller GCC members, the revolution in Iran 
and the destabilizing potential of Iraq have forced them to conclude that 
they cannot preserve their identities and their regimes unless they accept 
Saudi dominance on the western shores of the Gulf. This consensus is, 
therefore, the product of external threats and of Saudi size and capabilities. 

In ASEAN, Indonesia is the pivotal power in terms of size, demogra- 
phy, and resources. The lack of consensus on Indonesia’s role in Southeast 
Asta (outside of Indochina) had, in fact, prevented the success of attempts 
at regional cooperation, such as ASA and Maphilindo, before the over- 
throw of Sukarno. The post-Sukarno Indonesian regime has been very cir- 
cumspect in demonstrating its primacy in Southeast Asia. This is the 
result of both the internal and external threats and the pro-Western orien- 
tation that it shares with its ASEAN partners, and of the realization that 
Indonesia’s economic performance falls far short cf its resource potential. 
It has also realized that Indonesia’s internal problems are of the same mag- 
nitude as its size and population. A consensus, shared by Indonesia, has 
therefore evolved within ASEAN that while Indonesian primacy will not 
be challenged within the grouping, Indonesia itself will adopt a low profile 
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so as not to exacerbate intra-ASEAN tensions. This consensus has worked 
relatively smoothly so far since it has suited all the concerned parties. 

When one turns to South Asia, one finds that there is no such consensus 
regarding the role of the pivotal power, India, either in terms of the accep- 
tance of its predominance (GCC) or the circumscription of its power (Eu- 
ropean Community) or its voluntary decision to adopt a low political 
profile (ASEAN). While its preeminence in terms of size, population, re- 
sources, and industrialization is clear, India has been unable to translate 
this preeminence into predominance—the latter has been resisted politi- 
cally by all the smaller SARC countries and militarily, more than once, by 
Pakistan. On the other hand, neither is India willing to adopt a low profile 
a la Indonesia nor is it feasible for the other South Asian countries to 
circumscribe its power a la Germany after 1945. So we are left with a 
situation of objective preeminence that cannot be translated into predomi- 
nance because this is subjectively resisted by the smaller South Asian states 
who have to subscribe to a consensus that would institutionalize or legiti- 
mize such predominance. This anomalous situation, while partially reflec- 
tive of India’s failure to adequately mobilize its human and material 
resources, is in large measure the result of South Asia’s geostrategic envi- 
ronment, which falls halfway between Europe and the Gulf for this partic- 
ular purpose. In Europe superpower presence was of such a high degree 
that it formed a major input into the evolution of a European consensus 
circumscribing Germany’s role. In the GCC region (a Western preserve) 
U.S. interests dictated the acceptance of Saudi primacy by other GCC 
countries. In South Asia the superpowers, while present, are not commit- 
ted, individually or collectively, either to impose (or underwrite) Indian 
hegemony or to circumscribe Indian power. In fact, either inclination on 
the part of one superpower can be, and has been, neutralized by the poli- 
cies of the other. In particular, Pakistan’s ability to borrow American 
power and invoke U.S. support (extended to Pakistan largely in the con- 
text of America’s Middle East/Gulf rather than South Asian strategy) has 
allowed Islamabad to militarily challenge and prevent New Delhi’s pre- 
dominance, which in turn has psychologically sustained the opposition of 
the other smaller countries to Indian predominance. 

At the same time, India, unlike Indonesia, is unwilling to accept a low 
political and strategic profile, and this attitude is particularly salient in its 
resistance to external intervention in subcontinental affairs. This is the 
result both of the greater disparity in Indian capabilities as against those of 
the smaller South Asian countries, compared to Indonesia and the rest of 
ASEAN, and of the divergent strategic perceptions and linkages of India 
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and most of the smaller SARC members, particularly Pakistan.!° India’s 
commitment to a nonaligned foreign policy dictates that external political 
and military intervention in the subcontinent remain at the minimum. 
This, of course, suits India both ideologically and in practical terms since 
it enhances India’s chances of managing South Asian relations. However, 
such an outcome is unacceptable to many smaller South Asian countries, 
Pakistan in particular. Therefore, the divergence in the perceptions of 
SARC members regarding the role of the pivotal regional power further 
detracts from the possibilities of meaningful regior.al cooperation in South 
Asia. 

This article, I think, demonstrates quite conclusively that the four criti- 
cal political-strategic variables necessary for successful regional coopera- 
tion are either not present in the South Asian case or are present in very 
feeble form. An additional aspect of regional cocperation arrangements, 
as evident in Europe, Southeast Asia, and the Gulf, further complicates 
South Asian regional cooperation. If one looks at the European Commu- 
nity, ASEAN, and GCC, it becomes clear that they are the result not of a 
region-wide consensus on regional cooperation bet of its exact opposite, 
that is, the polarization of the regions of which their members form a part. 
The European Community embraces the western half of Europe in a re- 
gion that is polarized between East and West. ASEAN is again a subre- 
gional grouping that pits noncommunist Southeast Asia against its 
communist half. Similarly, GCC is the result of the polarization in the 
Gulf between revolutionary Iran on the one hand and the conservative 
Arab monarchies on the other (with Iraq supporting the GCC and vice- 
versa because of Baghdad’s own apprehensions about Iran’s demonstration 
effect on the Iraqi population). One can conclude from these examples 
that a situation of polarization within regions is a necessary, although not 
sufficient, condition for subregional cooperation to succeed—and all three 
examples of regional cooperation are actually subregional in character. 

In the case of SARC on the other hand, an attempt is being made to 
evolve a cooperative arrangement on a basis that embraces the entire South 
Asian region. This is one basic difference between SARC and the exam- 
ples quoted above. Second, although there are differences—in fact on 
some issues wide divergences and tensions—among South Asian countries, 
the situation in South Asia is not yet polarized in the same sense that it is 
in the Gulf, Southeast Asia, and Europe. This has not happened so far 
because polarization in the subcontinent can take place only on two bases. 
One is the nature of political systems (Somewhat akin to one aspect of the 
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European, Gulf, and Southeast Asian polarizations) that would pit the 
political democracies—India and Sri Lanka—against the rest. This is not 
feasible both because of the state of Indo-Sri Lanka relations and because 
India’s relationship with other South Asian countries goes far beyond the 
mere affinity of political systems. 

The second type of polarization could come about only if the smaller 
South Asian countries decide to “gang up” against India in order to neu- 
tralize Indian power superiority, although to do so they would need mas- 
sive external help. Partly for this very reason and partly because their 
individual relationships with India are of a multifaceted nature and their 
security, for reasons of geography, is almost totally dependent upon Indian 
goodwill, the smaller South Asian countries, with the exception of Paki- 
stan, have not and cannot contemplate a situation of total polarization be- 
tween them and India. Such polarization, while it could hurt. India’s 
international standing enormously, would certainly become a security 
nightmare for Nepal, Bhutan, Bangladesh, and Sri Lanka. 

We therefore have a situation in South Asia that is conducive neither to 
regional cooperation nor regional polarization—the latter, as the three ex- 
amples we have dealt with have shown, was essential to the success of 
subregional cooperation arrangements in Europe, Southeast Asia, and the 
Gulf. South Asia, therefore, is destined in the foreseeable future to uneas- 
ily occupy the middle ground between regional polarization and regional 
cooperation—shifting ever so marginally toward one pole or the other. To 
expect much more in terms of regional cooperation, particularly in the 
absence of the four critical variables we have identified, is to fly in the face 
of evidence. 
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In recent years, Pakistan’s nuclear program has gener- 
ated wild speculation about its nuclear intentions and technological capa- 
bilities to manufacture atomic weapons. Pakistan’s quest for nuclear 
technology has been perceived as a determined approach to acquire nu- 
clear weapons capability, which would undermine confidence in the ex- 
isting nuclear regime and raise the risks of a nuclear arms competition in 
South Asia. In this perception, Pakistan’s nuclear activities are seen to 
have ranged from the clandestine acquisition of sensitive nuclear technolo- 
gies to the production and stockpiling of fissionable materials. 

Pakistan’s garrison geopolitical milieu, absolute inferiority of its conven- 
tional defense, and the fears of Indian domination in the South Asian re- 
gion generally have been cited as strong motivations for a nuclear option. 
Pakistan’s vulnerable security environment and the multiple threats it 
faces make nuclear weapons development theoretically a plausible option. 
But given the low levels of technological competence and almost total de- 
pendence on imported nuclear components, this option cannot be exer- 
cised without serious political and security repercussions. Pakistan’s 
prospects for nuclear development are examined in this article with spe- 
cific reference to its existing level of nuclear technology, established nu- 
clear capability, and various motivational factors. The central themes of 
this study reflect the following hypotheses: 


(1) The general framework of the contemporary nonproliferation regime 
(control and denial) presents a number of serious technological, economic, 
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political, and strategic constraints that would severely limit Pakistan’s op- 
tion for acquiring nuclear weapons. 

(2) Pakistan’s dependent linkages with the U.S. and Western Europe in 
vital areas of economy, technology, and security inherently limit its con- 
duct of an independent nuclear policy. 

(3) A broad arrangement involving reliable external security cooperation 
and large-scale military assistance would considerably influence nuclear 
decision-making in Pakistan. 


| Motivations 

Economic, political, and security factors have contributed immensely to 
the development of a national consensus on an independent nuclear energy 
program in Pakistan. Transition from a civilian to military regime has not 
affected the nation’s position on nuclear issues. During the political tur- 
moil of 1977, Pakistan’s nuclear program became highly politicized when 
the late Prime Minister Zulfiqar Ali Bhutto linked his overthrow to U.S. 
disapproval of his nuclear policy. The issue remains highly volatile and it 
might become a focus of political rhetoric in the future. Apart from polit- 
ical considerations, the nuclear energy program has assumed critical sig- 
nificance to economic development plans and the industrialization process. 
In the face of almost total dependence on imported sources of energy, 
which poses a heavy foreign exchange burden, the nuclear energy alterna- 
tive appears attractive to Pakistani planners. The rationale and impact of 
various motivations on Pakistan’s nuclear policy are examined in the fol- 
lowing sections in order to assess the potential for proliferation. 


ECONOMIC MOTIVATIONS 
Most of the studies on Pakistan’s nuclear program have focused largely on 
its security motivations and have tended to downgrade or ignore its eco- 
nomic dimensions. Pakistan’s economy is beset with serious problems 
mainly due to difficulties arising from the fast-growing demand for com- 
mercial energy, a poor energy resource base, and the high cost of imported 
energy. The proven fossil fuel resources of Pakistan are grossly inadequate 
to meet the growing energy demands of the industrial sector and the re- 
quirements of an ambitious plan for rural electrification to modernize agri- 
culture. The total proven fossil fuel reserves of Pakistan amount to only 
438 million Tons of Coal Equivalent (TCE), consisting of gas, 352 million 
TCE; oil, 17 million TCE; coal, 68 million TCE.! Fossil fuel production 


1. Ahmad J. Jalal, et al, “Alternative Energy Supply Strategies for Pakistan and Their 
Economic Implications,” an unpublished paper delivered at the International Atomic Energy 
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during 1982-83 was: gas, 11.7 million TCE; oil, 0.9 million TCE; and coal, 
1.4 million TCE.? The annual production is not likely to increase signifi- 
cantly unless new reserves are discovered and developed on a commercial 
scale. 

At present, Pakistan’s installed power generating capacity is roughly 
5,000 mw, consisting of 51% hydro, 33% thermal steam, 13% gas turbine, 
and 3% nuclear.* During the past two decades Pakistan has been consist- 
ently investing 3% of its gross national product (GNP) annually in the 
development of conventional energy resources. The current level of invest- 
ment in the energy development sector has failed to meet the annual 
growth in demand of 7.7% for primary commercial energy and 12% for 
electricity. These demands, according to a recent study on Pakistan’s 
alternative energy supply strategies, will grow, respectively, at 1.3 and 1.5 
times the average GNP growth rate over the next two decades.> It would 
require a 21,500 mw capacity to support the current and projected levels of 
around 6% GNP growth rate over the next twenty years. The develop- 
ment of conventional resources to generate the electricity envisaged in the 
current sixth five-year plan would add roughly a 2,000 mw capacity to- 
ward the end of this decade. The realistic estimates of exploiting the vari- 
ous sectoral energy potentials up to the year 2,000 will leave a gap of about 
10,000 mw between demand and supply, even to maintain the current level 
of economic development. Given the 3% annual population growth rate, 
Pakistan will have to support about 150 million people in the closing years 
of the present century, which might widen the gap between energy demand 
and supply even more. 

In view of these acute shortages, Pakistanis argue for development of 
nuclear power as an alternative energy source to zugment the shortfalls in 
generating capacity. The multidisciplinary character of nuclear technol- 
ogy with its spillover effects in strengthening scientific, technical, and in- 
dustrial infrastructure makes the nuclear energy program an attractive 
option for developing countries in general and Pakistan in particular. The 
economic advantages of saving 40-60% in power generating costs of con- 
ventional facilities using imported oil and a desire to lessen dependence on 
foreign energy sources that consume more than 60% of Pakistan’s foreign 


Agency International Symposium on Risks and Benefits of Energy Systems (Kerforschung- 
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2. Ibid. 

3. Arshad Muhammed Khan, “Nuclear Energy in Pakistan,” The Muslim (Islamabad), 
March 2, 1984. 

4, Munir Ahmad Khan, “Pakistan’s Need for Nuclear Technology,” The Muslim, Septem- 
ber 27, 1982. 

5. Ahmad I. Jalal, “Alternative Energy Supply Strategies,” pp. 8-16. 
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exchange earnings have generated tremendous support in the country for 
the development of an independent nuclear energy program.® 


POLITICAL MOTIVATIONS 

Political appeal of the atom and economic justification of nuclear energy 
have popularized the nuclear program in Pakistan. In the realm of domes- 
tic politics, Pakistan’s nuclear program has received widespread publicity 
during the past decade. India’s “peaceful” nuclear explosion pushed the 
Bhutto regime into using the rhetoric of an independent nuclear program 
to compensate for the drastic change in the early 1970s in the balance of 
power in South Asia in favor of India. The slogan of an independent nu- 
clear program gave the Pakistan People’s Party (PPP) confidence in its 
effort to restore an image of political parity with India and prevent the 
latter’s domination in the region. 

U.S. pressures that sought cancellation of Pakistan’s reprocessing deal 
with France brought some political advantages to the Bhutto regime dur- 
ing the 1977 election campaign. During the nationwide demonstrations 
organized by the Pakistan National Alliance (PNA) that pressed for free 
and fair elections, Bhutto complained in televised speeches and statements 
before the National Assembly that the U.S. Central Intelligence Agency 
was behind the political turmoil against him because he had refused to 
compromise Pakistan’s nuclear energy program.’ Bhutto succeeded in 
popularizing Pakistan’s nuclear program by using the national media, tra- 
ditionally under the control of the central government. Despite the fact 
that the common man is hardly aware of the substance of nuclear issues, 
the politicization campaign has undoubtedly produced a national consen- 
sus on the nuclear energy option and the rejection of full-scope safeguards. 

Political opinion from the extreme left to the fundamentalist right has 
supported the nuclear program, urging disregard of foreign pressures 
aimed at influencing Pakistan’s nuclear policies. There is a common feel- 
ing among the political and bureaucratic elites in Pakistan about latent 
hostility on the part of the Western powers toward the Islamic countries. 
It is generally perceived that the Christian West would not allow the Is- 
lamic countries to emerge independent, self-reliant, and powerful enough 
to pursue an effective role in world politics. It is generally argued that the 
proponents of nuclear nonproliferation, while acquiescing to the nuclear 


6. On the issue of incentives for nuclear power for the developing countries, see Munir 
Ahmad Khan, “Nuclear Power and International Cooperation-—Perceptions of the Third 
World,” Nuclear News, December 1983, pp. 95-102. 
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capabilities of India and Israel, have tended to discriminate against Paki- 
stan. 

It is the political dimension of the nuclear program that has kept Paki- 
stan’s position on the main issues of nuclear debate unaffected by changes 
in political leadership. Despite disagreement with the Bhutto regime on 
almost every national issue, the Zia government has kept the nuclear pro- 
gram of its predecessor going and has used identical arguments in support 
of its independence. The divergence in the ideological outlook of the two 
regimes, and fundamental changes in economic policies and reorientation 
of defense and foreign policies, have not reduced the salience of the nuclear 
energy option and have not changed the attitude toward the Nonprolifera- 
tion Treaty (NPT). 

Pakistan’s nuclear program is related to the political environment of 
South and Southwest Asia. In the context of the South Asian adversary 
relationship, India’s nuclear capabilities have been the main influence on 
the political perceptions of Pakistan’s policymakers concerning the choice 
of nuclear technology and the development of the full nuclear fuel cycle 
aimed at acquiring self-sufficiency in the production of nuclear materials. 
At the same time, the pursuit of an independent nuclear program enhances 
Pakistan’s prestige and leadership role in the Islamic countries because of 
its relatively advanced and sophisticated nuclear technology. Pakistan has 
reached limited nuclear cooperation agreements with a number of Islamic 
countries to provide training in nuclear science and technology. Pakistan’s 
success with the development of the full nuclear cycle even without the 
manufacture of atomic weapons earns it prestige znd influence with the 
Third World and Islamic countries. 


SECURITY MOTIVATIONS 
Most of the studies of Pakistan’s nuclear program have generally focused 
on its security motivations, considering it a source of potential nuclear 
conflict in the South and Southwest Asian regions. Misperceptions of 
Pakistan’s actual potential for nuclear weapons have caused unrealistic as- 
sumptions about its nuclear intentions. Hypothetical scenarios concerning 
the development of an “Islamic bomb” for the purpose of providing Arab 
deterrence against Israel with a Pakistani finger on the trigger and with 
strategic potential to forge Islamic solidarity all over the world, including 
Soviet Central Asia and Sinkiang, are totally misleading and unrealistic in 
their conceptualization, basic arguments, and conclusions.® The perception 


8. For these scenarios, see D. K. Palit and P. K. S. Namboodri, Pakistan’s Islamic Bomb 
(Delhi: Vikas Publishing House, 1982), pp. 8-11, 44. Interestingly enough, after creating a 
horror of the Islamic bomb, the authors toward the end of their monologue realize “we do 
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that there are Islamic motivational factors behind Pakistan’s nuclear pro- 
gram seeking to strengthen the security environment of the Islamic coun- 
tries against their regional adversaries utterly fails to recognize Pakistan’s 
limited capabilities, the multiple divisions in the Islamic world, and the 
destructive power of the assumed anti-Islamic countries. 

Pakistan’s traditional threat perceptions of India—India’s superiority in 
conventional weapons and its quest for political preeminence in the re- 
gion—have appeared to be a plausible motivating force for the Pakistani 
policymakers to pursue a bomb option. However, the argument that Paki- 
stan’s nuclear military capability would not only deter India from invading 
Pakistan but would also redress the latter’s inferiority in conventional 
weapons and achieve for it a reasonable degree of stability in its strategic 
environment needs to be qualified. Pakistan’s perceived nuclear balancer 
against India’s conventional superiority does not hold any ground in the 
face of India’s open option to deploy nuclear weapons and use its compara- 
tive advantage in nuclear technology and weapons delivery systems to re- 
main decisively ahead of Pakistan and thus reduce the credibility of the 
latter’s nuclear option. Given the central dynamics of South Asian rivalry, 
the exercise of the nuclear option by either adversary would result in a 
nuclear arms race in South Asia. The postindependence history of Indo- 
Pakistan relations reveals a persistent phenomenon of confrontational and 
action-reaction strategies. Therefore, regardless of the peaceful motives of 
their nuclear programs, India and Pakistan would out of psychological and 
political necessities attempt to acquire rough nuclear parity. It is a simple 
as well as sound assessment that deployment of nuclear weapons by India 
would activate Pakistan’s nuclear option, and if Pakistan explodes a nu- 
clear device to compensate for its limited conventional defense posture, 
this would certainly lead to India’s acquisition of nuclear weapons. Ac- 
cording to the most reliable accounts, neither India nor Pakistan has exer- 
cised the nuclear.option so far. Perhaps regional detente and a purposeful 
dialogue between India and Pakistan on all aspects of the nuclear issue 
might reduce the dangers of nuclearizing South Asia. 

The Pakistani leadership has repeatedly asserted the peaceful nature of 
its nuclear program with the justification that the uncertainties of interna- 
tional nuclear commerce and growing restrictions on the export of nuclear 
technology necessitate the development of the full nuclear fuel cycle. Paki- 
stan’s unwillingness to sign the NPT and rejection of full-scope safeguards 
have been misperceived as a pursuit of the “dedicated facilities” approach 
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(New York: Times Books, 1981). 


464 ASIAN SURVEY, VOL. XXV, NO. 4, APRIL 1985 


to acquire nuclear capability for military purposes. A careful examination 
of Pakistan’s nuclear diplomacy suggests that it has quite often made its 
acceptance of NPT and full-scope safeguards conditional to the acceptance 
of these measures by India.’ In addition to offering joint ratification of the 
NPT, Pakistan has proposed bilateral arrangements for the inspection of 
each other’s nuclear facilities, but this has not cut much ice in India. 

The development of nuclear technology for peaceful purposes can pro- 
vide the potential for nuclear weapons since nuclear power generation 
technologies support and enhance the ability to produce weapons usable 
materials. Therefore, the mere production and possession of fissionable 
materials intended for use in nuclear power-generating facilities cannot be | 
construed as nuclear weapons proliferation. Despite the fact that a nuclear 
weapons program would require an absolutely different quality of nuclear 
materials, the ability to produce fissionable materials undoubtedly provides 
a potential for the weapons option. A prominent Pakistani nuclear scien- 
tist has claimed that his team has succeeded in enriching uranium,!° and 
while such enrichment theoretically enhances the potential for producing 
weapons-quality materials, the absence of an aggregate of supplementary 
technologies and the presence of a variety of political constraints inhibit 
Pakistan from exercising a nuclear option. 

A realistic appraisal of Pakistan’s geopolitical environment and strategic 
situation on its eastern borders and western flank shows that conventional 
approaches to peace and stability are required. Appropriate diplomatic 
and political initiatives may produce better results for stable peace in the 
region than the pursuit of reactive nuclear strategies. The pursuit of nu- 
clear options by both India and Pakistan would escalate tensions in the 
region and lead to an unending nuclear arms race that would be costly as 
well as dreadful for South Asian security. India’s size, its conventional 
defense posture, and Soviet destructive power cannot be effectively con- 
tested by Pakistan through the development of a nuclear military capabil- 
ity for the purposes of establishing a so-called doctrine of proportionate 
deterrence.!! An explanation of Pakistan’s nuclear capability, technologi- 
cal limitations, and political constraints will help us understand the pros- 
pects of nuclear development for Pakistan. 
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Capabilities 

Pakistan has been actively pursuing a broad program of research and de- 
velopment in nuclear science and technology since the late 1950s. 
Although the performance of the Pakistan Atomic Energy Commission 
(PAEC)!? has remained poor in terms of achieving its projected targets 
during the past two decades, it has been able to develop a respectable de- 
gree of self-reliance and sophistication in critical areas of the nuclear fuel 
cycle.!3 In addition to imparting high-quality training to nuclear scientists 
and engineers, the PAEC has rendered valuable services in agricultural 
and medical research.'4 The long experience in handling nuclear materials 
and operating nuclear facilities, and the indigenous development of nuclear 
technology have significantly contributed to Pakistan’s creation of a nu- 
clear infrastructure that would help immensely in mastering the full nu- 
clear fuel cycle in the future. 

Despite significant developments in the critical areas of uranium enrich- 
ment, heavy water production and nuclear fuel fabrication, the PAEC has 
failed to register symmetrical growth in all areas of nuclear technology 
mainly because of Pakistan’s dependence on imported technology and near 
neglect in the promotion of basic sciences and indigenous technologies. 
Perfection of the centrifuge enrichment process mainly through imported 
technology is a lopsided breakthrough “in a country where no basic indus- 
trial infrastructure is available.” 15 

The discriminatory policies of the London Suppliers Group (LSG) and 
the unilateral cancellation of contractual obligations by the Western pow- 
ers have recently brought home to Pakistan the need to acquire nuclear 


12. The Pakistan Atomic Energy Commission (PAEC) was established in 1955 to develop 
and promote nuclear energy for peaceful purposes. The Commission has been assigned a 
broad range of activities, which include the production of nuclear power, application of nu- 
clear radiation, isotope technique in agriculture, medicine, and industry, management of the 
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technology by adopting a flexible approach—develop when necessary, im- 
port when possible. Pakistan has been subjected to total embargoes by its 
nuclear suppliers bound by legal obligations. Canada decided to cut off 
supplies of nuclear fuel and spare parts for the Karachi Nuclear Power 
Plant (KANUPP), which it constructed on a turn-key basis, and France 
wriggled out of its 1976 contract to build a reprocessing plant, giving in to 
political pressures from the Carter administration. Pakistan, India, and 
other relatively technologically advanced Third World countries have 
learned the hard way to seek self-reliance in the vital area of nuclear en- 
ergy security. Pakistan’s nuclear capabilities listed below reflect that a 
combination of local research and development with imported nuclear 
technologies has been used to achieve a take-off stage in the application of 
nuclear technology to commercial uses of nuclear energy. 


Research Reactor. Pakistan set up its first 5 mw “swimming pool’—type 
nuclear research reactor with the assistance of the International Atomic 
Energy Agency (IAEA), and this went critical in 1965. The Pakistan In- 
stitute of Nuclear Science and Technology (PINSTECH) has been using 
this facility—the reactor was supplied by the United States—for teaching 
and research on its campus at Nilore. Pakistan had plans to expand the 
reactor’s capacity with French technical assistance, but these have re- 
mained on the drawing board because of the suspension of French nuclear 
sales to Pakistan. 


Karachi Nuclear Power Plant. The KANUPP, with a CANDU-type re- 
actor that uses heavy water for moderation and natural uranium as a fuel, 
was constructed by Canada on a turn-key basis and was commissioned in 
1972. The plant has a 137 mw power generation capacity, which meets 
only one-fifth of the electricity needs of Karachi city. Canada and the 
United States supplied natural uranium fuel rods and heavy water, respec- 
tively, until 1976. After these supplies were stopped, PAEC scientists and 
engineers made vigorous attempts to keep the plant operational. The de- 
nial of spare parts and necessary materials forced the PAEC to mobilize 
indigenous technical sources and reinforced its desire for nuclear indepen- 
dence. Despite the success of Pakistani engineers in overhauling the plant 
and manufacturing required spare parts, the power generation perform- 
ance of the facility has remained miserable over the years.!®© 

In pursuit of an independent nuclear energy policy, Pakistan succeeded 
in constructing a small-scale factory for manufacturing its own fuel rods 
for the KANUPP. The cut-off of heavy water supplies and persistent dis- 
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appointment with nuclear suppliers prompted Pakistan to set up its own 
heavy water plant of a very small capacity in order to avoid the crippling 
effects of unilateral nuclear sanctions. Pakistan has voluntarily put the 
indigenously produced heavy water and fuel rods for the KANUPP under 
the IAEA safeguards. 


Reprocessing Plants. Pakistan and France signed a contract in 1976 
under which Saint Gubian Techniques Nouvelles (SNG) of France would 
set up a reprocessing plant at Chashma with the capacity to reprocess 
about 100 tons of spent fuel under IAEA safeguards. Pakistan’s decision 
to purchase this medium-sized reprocessing plant lacked economic and 
technical justification because Pakistan had only one commercial reactor 
using 18-20 tons of natural uranium a year.!? The inconsistency in Paki- 
stan’s nuclear decisionmaking in contracting for a reprocessing plant was 
considered by the U.S. and Western powers as a determined move to ac- 
quire a nuclear military capability. Pakistan’s reprocessing plant deal at- 
tracted world attention to nuclear proliferation issues and brought about 
severe pressures on France and Pakistan to cancel the agreement. 

France first offered Pakistan a coprocessing plant that would separate 
uranium 235 but would not permit recovery of weapons-grade plutonium 
239, and finally backed off from the deal on June 15, 1978. It has been 
frequently reported that SNG supplied Pakistan with the design of the 
reprocessing plant and shipped some plant components before France uni- 
laterally abrogated the deal.!® Considering Pakistan’s backward industrial 
and technological base, it would not be possible for the PAEC to manufac- 
ture a large commercial reprocessing plant. Pakistan has constructed a 
small experimental reprocessing laboratory with the assistance of 
Belgonuclear, but this has yet to become operational. Its capacity to pro- 
duce weapons-grade plutonium 239 is extremely limited. According to 
published Pakistani and Indian sources, it cannot produce more than a few 
milligrams of Pu-239 in a year.!? 


Uranium Enrichment Plant. Pakistan, using the gray international nu- 
clear market for the acquisition of vital components, has achieved mastery 
of the centrifuge method of uranium enrichment, regarded as one of the 
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most sophisticated and invaluable technologies in the nuclear fuel cycle.?° 
Pakistan’s success in developing this uranium enrichment capability is at- 
tributed to Dr. Abdul Qadir Khan, who claims to have broken the monop- 
oly of Western countries on this technology.2! Dr. Khan has been accused 
of having stolen the secrets of the centrifuge uranium enrichment process 
during his association with the URENCO’s uranium enrichment plant at 
Almelo in Holland. The controversy over the role of Dr. Khan in transfer- 
ring “‘classified” information to Pakistan should not lead us to belittle his 
work in the field of centrifuge technology. His scientific career in Holland 
and his experience in high strength aluminum élloys and ultrahigh- 
strength maraging steel merit recognition of his ability in this particular 
technology. 

Dr. Khan’s announcement in February 1984 concerning Pakistan’s 
technological achievement of uranium enrichment? does not indicate that 
the Kahuta facility 1s presently capable of producing the quality and quan- 
tity of uranium required for weaponry. However, perfection of this tech- 
nology would enhance the capacity of Kahuta facilities to produce 
enriched uranium on a commercial scale. A close scrutiny of the available 
evidence suggests that Pakistan’s success in uranium enrichment is modest 
and at this stage, merely on the laboratory scale. Pakistan has plans to 
install a 900 mw light water power reactor at Chaskma, which would use 
enriched uranium as fuel, and several other light water reactors to be con- 
structed over the next 15 years are in the planning stages. Pakistan’s ura- 
nium enrichment facilities would provide indigenous and dependable 
sources of nuclear fuel for these future light water reactors. 


Chashma Nuclear Power Project. In March 1977 Pakistan approved the 
installation of a 600 mw nuclear power plant at Chashma near the Indus 
River in Mianwali district. The PAEC completed all preparatory planning 
and site work for the project in 1979.23 The project incurred heavy losses 
in cost overruns because the required funds and materials were unavaila- 
ble. In January 1983, the PAEC decided to make changes in the capacity 
and design of the Chashma plant by upgrading its power generating capac- 
ity to 900 mw and floated the tender for international bidding.7*+ The 
PAEC has changed the deadlines several times over the past two years but 
not one manufacturer of atomic reactors in western Europe or North 
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America has shown interest in the project. The tightening of export con- 
trols by the LSG countries has proved effective in denying Pakistan a civil- 
jan power generating reactor because of its alleged pursuit of a nuclear 
military option. 


Constraints 

The thrust of Pakistan’s nuclear research and development in uranium en- 
richment and reprocessing has been misinterpreted as being dedicated to 
the acquisition of a nuclear weapons capability. From the technical point 
of view and that of the NPT framework, mere production of fissile materi- 
als does not give a state a nuclear weapons capability nor does it amount to 
nuclear proliferation.2° Pakistan’s top nuclear scientist has revealed Paki- 
stan’s capability to enrich uranium; President Zia-ul-Haq has not disputed 
his claims, merely adding that Pakistan’s modest nuclear program is for 
peaceful purposes and that it has no intention of manufacturing atomic 
weapons. 

Pakistan’s nuclear diplomacy took on new dimensions when it an- 
nounced it had reached the stage of enriching reactor-grade uranium 
(3%), since this theoretically makes possible the production of weapons- 
grade (90%) uranium.2© Having achieved this technological capability, 
will Pakistan exercise its nuclear military option? There is a plethora of 
political factors and technological constraints that should be examined 
carefully before a final conclusion is drawn concerning Pakistan’s nuclear 
options. 


Safeguards, Technical Limits, and Disincentives 

Pakistan’s nuclear reactors at Nilore and Karachi (KANUPP) are under 
IAEA safeguards. Pakistan’s deal with France to acquire a reprocessing 
plant was approved by the [AEA and would have been safeguarded. Paki- 
stan has refused to extend full-scope safeguards to its enrichment laborato- 
ries at Kahuta. One trivial-capacity nuclear fuel fabrication plant has not 
been put under IAEA safeguards. However, Pakistan loads its indige- 
nously fabricated fuel rods in KANUPP under IAEA supervision and has 
accepted IAEA account keeping on the burnt fuel rods. 

KANUPP is the only commercial reactor to produce plutonium 239 
since it uses natural uranium. Despite widespread propaganda that Paki- 
stan might be diverting spent fuel from KANUPP for reprocessing and 
obtaining Pu-239, there is no evidence that Pakistan has done so during 
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the past 14 years.*7 The IAEA safeguard system and the technology of 
KANUPP make it virtually impossible to steal or divert materials from 
the power plant, especially after Pakistan agreed to upgrade IAEA safe- 
guards in 1976. 

According to reports of experts, Pakistan would need to divert approxi- 
mately 260 fuel assemblies to have enough unprocessed material for a sin- 
gle bomb device. KANUPP consumes four assemblies of fuel rods a day 
when operating at normal capacity so would require 65 days of successful 
diversion without IAEA detection to accumulate the required amount of 
material, and this is next to impossible.28 Technically, KANUPP operat- 
ing at 60% efficiency with full core-loading of about 28 tons could theoret- 
ically produce 50-55 kg. of plutonium, but it would be contaminated with 
poisonous Pu-240 making it unsuitable for weapons production. Any at- 
tempt to reduce the high level of Pu-240 contamination would require low 
efficiency operation of the reactor, automatically resulting in very low pro- 
duction of plutonium. Since the Canadians decided to cut off all nuclear 
supplies to Pakistan, KANUPP has been running at 20% capacity and 
sometimes as low as 5%. Operation of KANUPP at 20%, even without 
the IAEA safeguard, would require five years to obtain enough material 
for one crude bomb.?? 

The technical limits of Pakistan’s nuclear program and stringent IAEA 
safeguards on all major existing facilities, with the exception of the Kahuta 
enrichment laboratories, would make it difficult for Pakistan to pursue a 
plutonium bomb option. Despite theoretical plausibility, power reactor- 
grade plutonium is unsuitable for nuclear explosions since it would contain 
12% of the poisonous Pu-240. Pakistan’s pilot reprocessing plant at 
PINSTECH is not under the IAEA safeguards, but according to all avail- 
able information no hot runs have yet taken place. However, Dr. Khan’s 
assertion that “it was not beyond their [Pakistani scientists and engineers] 
reach to manufacture nuclear weapons, should the president so order,” 
leaves little doubt about Pakistan’s technological capability to produce 
weapons-usable enriched uranium in the future. 

Having achieved the breakthrough in uranium enrichment, a rational 
policymaker in Pakistan still would not initiate a nuclear weapons experi- 
mentation or production program for several reasons. First, Pakistan’s 
perceived capability to produce weapons-usable materials is sufficient to 
dissuade the Indians from acquiring nuclear weapons. But in view of the 
existing adversary relationship, any Pakistani attempt to build a nuclear 
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arsenal would trigger a response in India, strengthening pro-bomb senti- 
ments that would undoubtedly result in prompt deployment of nuclear 
weapons. Second, Pakistan’s economic and technological dependence on 
the Western powers would produce intolerable strains on its political econ- 
omy. However, the pursuit of a peaceful civilian nuclear program with 
firm commitment not to exercise the military option would lend credibility 
to Pakistan’s peaceful intentions and might reduce the severity of Western 
opposition to the transfer of technology. In a recent meeting in Moscow, 
the Soviet Union and the United States agreed to widen technological con- 
trols over “near nuclear” states to prevent the emergence of new states 
possessing nuclear weapons.*° 

Third, Pakistan would risk termination of the U.S. economic assistance 
and military sales program that has benefited Pakistan in upgrading its 
conventional defense posture. Finally, the crude nuclear device that Paki- 
stan could produce would place it far behind India in overall nuclear 
weapons capability because Pakistan lacks parallel technological develop- 
ments in critical areas of fission explosion and delivery systems. Therefore 
such a device would generate definite asymmetry in the nuclear equation in 
South Asia rather than a desired nuclear parity. 


Conclusion 

Because of its dependent and underdeveloped technological base, Pakistan 
essentially remains a static threshold nuclear power. Demonstrated capa- 
bility to produce weapons-usable materials does not automatically lend Pa- 
kistan a credible nuclear status. The breakthrough in perfecting the 
centrifuge enrichment process at Kahuta does not reflect an overall tech- 
nological change in critical areas of nuclear weapons capability. However, 
the possession of fissile materials opens up Pakistani options, and these 
would essentially be determined by the Indian nuclear decisionmaking. 
Naturally, any Pakistani attempt to acquire nuclear capability to neutral- 
ize an assumed Indian nuclear threat would prompt India to strive for a 
nuclear edge over its adversary by means of its advanced space program, 
rocketry, and cumulative technological superiority. 

The Pakistani goals of a static geopolitical equilibrium in South Asia, 
which has, of course, drastically shifted in favor of India on account of its 
massive conventional capabilities, might be better served in the nuclear 
sphere by its presently perceived capability to produce fissile materials. 
The development of operational nuclear weapon systems in South Asia 
might not produce a stable strategic environment as advocated by the pro- 
ponents of the bomb option in both India and Pakistan. The outdated 
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NATO doctrine of massive retaliation and nuclear option to augment mea- 
ger conventional defense sources is hardly relevant in Pakistan’s case be- 
cause of the vast and unbridgeable disparities in the conventional and 
assumed nuclear capabilities of the adversaries. 

The Islamic characterization of Pakistan’s nuclear program is faulty on 
many accounts. It assumes coherence, a high degree of integration, and 
covergence of the strategic interests of Islamic countries. The concept of 
Islamic solidarity is illusionary in the operative climate of fragmentation 
among the Islamic states. Assuming that a required level of Islamic con- 
sensus on global strategic issues was achieved, Pakistan would still lack the 
most critical technological prerequisites to make an Islamic nuclear strate- 
gic doctrine credible by providing a nuclear umbrella to the Arab-Islamic 
states against an Israeli nuclear threat. It is highly improbable and un- 
thinkable that Pakistan would develop nuclear capability and risk its own 
destruction by posing a threat to nuclear-capable Israel. 

Pakistan is by all indices a dependent state and its dependency linkages 
with the West do not lend it sufficient autonomy in nuclear decisionmak- 
ing. The stringent controls on the export of nuclear materials in particu- 
lar, and strict evaluation of all technological items for their applicability to 
the nuclear program in general, have adversely affected Pakistan’s civilian 
nuclear program. The control and denial strategies of the existing nuclear 
regime have been effectively exploited by the LSG countries under U.S. 
leadership. The unilateral abrogation of the reprocessing plant supply 
contract by France, cancellation of a contract to install a fuel fabrication 
plant and complete denial of fuel and spare parts, and the successful pre- 
vention by the U.S. of international bidding for the construction of the 
Chashma nuclear power plant show that collective measures to enforce the 
consensual restrictions of the nonproliferation regime might succeed in ob- 
taining firm renouncement of a nuclear option. 

The denial strategy of LSG has been combined with security coopera- 
tion and persuasion by the United States in appreciation of Pakistan’s un- 
stable geopolitical environment. The economic assistance and military 
sales program have provided the U.S. with leverage to seek commitment 
from Pakistani authorities not to develop a nuclear device. The perceived 
security benefits of a cooperative relationship with the U.S. have restricted 
Pakistan’s nuclear option because under the terms of the package deal, a 
nuclear device would result in retaliatory measures and severe economic 
embargoes.?! 


31. U.S. Congress, Senate, Committee on Foreign Relations, 98th Congress 2nd Session, 
United States Security Interests in South Asia (Washington, D.C.: G.P.O., 1984), p. 18. 
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THE PUNJAB CRISIS 





Murray J. Leaf 





The present Punjab crisis in India has been widely rep- 
resented in the U.S. press as a religiously motivated drive for secession that 
threatens India’s political unity. Given this definition, the actions of the 
central government might be viewed as brutal but hardly unjustified. This 
view is neither useful nor correct. It is not a conceptualization that will 
lead to a viable resolution of the actual conflicts, and it does not in any 
way accurately describe the concerns of the people of Punjab or similar 
people in other states. As is so often the case in political matters, the con- 
ceptualization is not a detached objective formulation, but rather embodies 
a view that has been picked up by the press from one of the parties to the 
conflict. It is, in fact, part of the political phenomenon itself—it has an 
origin in the crisis and an effect on it. 

The Punjab crisis grows out of the very structure of the Indian Union 
and its history. The forces at work in Punjab are also at work in many 
other states, particularly those with substantial populations of politically 
alert and well-organized peasants at the core of an emerging rural “middle 
class.” The central government policies that have stirred the fear and an- 
ger of such groups in Punjab have done the same in other states, although 
the commonalities have been masked, even within India, by the way in 
which the events in Punjab have come to be construed as a clash between 
Sikhs and Hindus. 

Many definitions serve to explain the Punjab crisis, each naturally im- 
plying different remedies. The definitions fall into three main groups, de- 
pending on the level of organization one looks at. At the household level 
in Punjab, it is primarily economic; at the level of state-wide political dis- 
cussions, it is legal and constitutional. Only at the national level is it pri- 
marily religious, and this construction is mainly the product of actions of 
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the central government, more specifically the government of the late Indira 
Gandhi, and not the people or politicians of Punjab. 


Background to Definition of the Issues 

in Punjab 
If one sits with householders in Punjab, particularly farmers, and asks 
what their personal reasons are for concern with the policies of the central 
government, one will be given a long list of specific grievances mainly turn- 
ing on price supports, technical support for agriculture, water supplies, 
power supplies, land reform, and local industrial development. Most of 
these have a rather long history growing out of the peculiar ecological 
niche occupied by Punjab state and perforce by the great majority of rural 
Sikhs at the present time. 

Prior to independence, Sikhs were scattered across what is now 
Pakistani Punjab as well as Indian Punjab. As a ccnsequence of partition, 
they came to be concentrated in the eastern third of this region, an area 
with a much more uniform ecology than the old. Basically, it was an area 
of flat alluvial land, moderately high water table, moderate rainfall, hot 
summers, and frost-free winters. It had some canals, but was not com- 
pletely dependent on them as were the areas with lower rainfall to the east 
and south. Punjab farmers developed an intensive agriculture that utilized 
privately owned and privately developed wells along with canal and rain- 
fed land. Because cattle were needed for water-lifting, cattle densities per 
hectare were high. Because this type of farming was both relatively pro- 
ductive and secure, farms were small but highly commercialized as com- 
pared with the other parts of the state that had larger farms with lower 
yields, greater risk, and less access to markets. 

The peculiar characteristics of agriculture in the central tracts (of the 
geographical Punjab) where Sikhs were concentrated naturally dictated 
certain policy interests, and these were in several instances quite sharply at 
variance with the interests of the predominantly Hindu areas in the moun- 
tains to the east and in the drier areas to the south. For example, large 
canal projects primarily benefited the southern tracts. The central area 
was only marginally aided, and was positively harmed by them in several 
ways. First, the cost was predominantly born by the central farmers, 
whose land revenue assessments were higher because of the higher crop- 
ping densities and greater acreage in market crops. Second, the drainage 
of this region was seriously disrupted by the canals, whose raised banks 
inevitably caused flooding on their upstream side during the rainy season. 
Third, the canals raised the water table, and in some areas in the early 
1960s this caused widespread loss of cropland through waterlogging. On 
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the other hand, government policies that aided the development of private 
wells were of no benefit to either the mountainous or the southern tracts. 

The government of the state as it was constituted immediately after in- 
dependence had a substantial majority of representatives from regions 
outside the central tracts, and proved itself unable to reconcile the conflict- 
ing sets of needs. This eventually led to the original drive for a “Punjabi 
Subah” as the political form for the central area and, then, for “Haryana” 
as the complementary political entity in the south. The drive had been to a 
very large extent articulated in the context of the Sikh religious organiza- 
tion, the organization that elects officers to manage the major Sikh historic 
shrines in Punjab, and there was no doubt that there was a particularly 
religious motivation to it. Specifically, it was widely argued and believed 
that the reasons why the needs of the central tract were not being met 
stemmed in part from religious intolerance toward Sikhs, and that the new 
state would protect Sikhs from such discrimination. At the same time, 
however, the basis of the state was explicitly intended to be linguistic and 
not religious. In the crucial Gurudwara committee (temple management) 
elections of 1965, one of the major candidates explicitly advocated that the 
aim of the Subah should be to establish “rule of the Sikhs” and the crite- 
rion should be religious. The other candidate rejected this as inconsistent 
with the basic Sikh principle of tolerance toward all religions—of the 
equality of all religions—and held that the criterion for drawing the 
boundary of the new state should be language alone. The latter candidate, 
Sant Fateh Singh, won an overwhelming majority. He then began a care- 
fully orchestrated agitation for establishment of the Punjabi Subah, greatly 
aided by the leverage Punjab state gained from its pivotal strategic position 
as a battleground in the Indo-Pakistani war in the autumn of 1965. In 
direct talks with Indira Gandhi’s representatives, the Sant was prevailed 
upon to call off his threatened fast to the death in exchange for the promise 
that negotiations would be undertaken leading to the creation of the new 
state. In the negotiations that followed, the Sant’s linguistic criterion was 
accepted as the basis for the division, and the new state governments began 
operation in the winter of 1967. 

Immediately upon taking office, the new Punjab government began to 
implement a series of measures to promote agriculture and small business 
that had been developed previously within the Sikh religious organization 
and advocated in the course of the Gurudwara elections, policies that had 
been held to follow from the basic Sikh principle of the importance of the 
individual and of individual judgement. They included accepting a central 
government initiative for the radical overhaul of the cooperative system to 
make it a vehicle for infusing large amounts of venture capital into the 
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agricultural economy of the state, an initiative that the previous state gov- 
ernment had declined to act on. The loans for the most part took the form 
of village level deliveries of new inputs—fertilizer, herbicides, and well 
equipment at reasonable prices with practical repayment requirements. 
This was supported by rapid expansion of the rural electric power grid and 
effective efforts to assure that power and fuel would be available to allow 
the new fertilizer to be used (without increased water, it merely increased 
the likelihood of crop losses). All this in turn was backed by an aggressive 
approach to negotiations with the central government in the annual proce- 
dures for setting prices that the government would pay farmers for pro- 
curement of foodgrains for national stores—the prices that in India serve 
to establish agricultural support levels. The prices the state representatives 
asked for were designed to assure that farmers who invested in the new 
technologies and improved their crops could at least recover their costs 
and a decent rate of return. Farmers were free to sell their produce for 
prices above the support levels if they could. 

After disastrous years in 1964 and 1965, Punjab produced bumper crops 
in the summer of 1966 and production continued to rise in most years 
thereafter. The result was the green revolution. With its success, Punjab 
farmers felt their policies to be vindicated and their interests secured, so 
separatist demands rapidly abated after 1967 even though the division of 
the state itself, as implemented, had left certain causes for dissatisfaction— 
most notably the appearance in the new government of several allies of 
Indira Gandhi who had been under criminal indictment, the exclusion of 
certain areas that were predominantly Punjabi-speaking but non-Sikh, the 
loss of state control over Chandigarh (even though it remained the capital 
of the state), and the loss of the Bhakra-Nangal dam, which had been built 
originally out of Punjab state development funds, Both Chandigarh and 
the dam became central government districts. Sant Fateh Singh promptly 
began a fast to demand these be corrected, but he failed to gain wide sup- 
port, broke his fast, and was politically discredited. 


The Central Government Issues 
The political seeds of the present crisis were sown in the elections of 1971, 
which returned Indira Gandhi to power with greatly increased control 
over a selected portion of the former Congress Party, in a loose alliance 
with the Soviet-oriented Communist Party of India. This alliance was con- 
sistently seen in Punjab, and elsewhere, as between large industrialists who 
financed the Congress Party nationally and “Harijans’” (ex-untouch- 
ables)—large numbers of laborers, urban and rural, who made up its major 
voting block. In effect the Congress Party was, and continues to be, an 
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urban-centered party representing the ends of the economic spectrum that 
is primarily set against the rural parties of the middle: the urban very rich 
and very poor against the great rural masses who have small but indepen- 
dent means. The latter are markedly underrepresented in the central par- 
liament, but dominate in most state legislatures. 

The parliamentary majority Gandhi obtained in 1971 was sufficient to 
amend the constitution, and a fortiori to draft economic legislation that 
was seen to be in the interest of economic and social reform by her sup- 
porters, but as the very opposite by farmers in much of India, including 
Punjab. One example, considered symptomatic of her government’s atti- 
tude toward small farmers, was a land reform act, drafted in the central 
government, ostensibly intended to “close loopholes” in an earlier law. 
The new act, adopted in the Punjab under central government pressure as 
the Punjab Land Reform Act of 1972, limited a family holding to 7 hec- 
tares (17.9 acres), slightly less than the older act. It made this limit abso- 
lute for set grades of land rather than dependent on productivity, but this 
was not the main objectionable feature. The objectionable features were, 
first, that the farm limit became permanent; no one would ever be allowed 
to accumulate additional land. Under the previous act, farm size was ini- 
tially limited, but afterwards acreage could be added through the normal 
interplay of talents and economics. Second, a series of provisions 
threatened to radically alter traditional family structure. The law seemed 
to empower the revenue officials (who keep land records) to aggregate all 
the land of a family, and then to require the head of the family to make a 
selection for himself (or herself) of land up to the limit, as well as a similar 
selection for each adult son—but none for minor sons. Traditionally, 
rights of sons were birthrights, equal to the rights of the father. The entire 
structure of responsibilities and the arrangements for security within the 
family depended on this equality of interest across the generations. By 
extinguishing the land rights of the minor sons, the law not only violated 
the basic concept of household order, but assured that the family holdings 
once broken up could never be reaggregated.! 

The law was promptly challenged on several grounds, and was declared 
unconstitutional by the Punjab High Court on the ground that a law that 
was so destructive of family structure “cannot be said to be in the interest 
or by the way of agrarian reform, nay, it is the very negation thereof and 
cannot be upheld as valid or constitutional.” (Sucha Singh vs. the State of 
Punjab, section 19). Rather than amend the Land Reform Act, state offi- 
cials appealed to the Supreme Court of India as the best way to get it out 


1. Murray J. Leaf, Song of Hope: The Green Revolution in a Punjab Village (New Bruns- 
wick: Rutgers University Press, 1984), p. 167 ff. 
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of the way for the longest time. It was to remain with the Court for about 
five years. In that time, however, the central government enacted a series 
of constitutional amendments that consistently undercut the challenges to 
the Act by limiting individual rights in the face of measures declared to be 
in the interests of agrarian and social reform. 


The Basic Conflicts 

The elements of the present constitutional crisis were present before Indira 
Gandhi was voted out of office in 1977, and even in the drive for the new 
Punjab in 1967. Basically they stem from differences in attitudes toward 
agriculture and economic development that are implicit in the history of 
the Land Reform Act and the differing ways it was perceived by Gandhi’s 
supporters on the one hand and the mainstream leadership in Punjab on 
the other. The disagreements were not, however, only about Punjab itself. 
They were about the best policies for all of India, and they involved funda- 
mentally different conceptions of the overarching governmental and legal 
structure within which these problems ought to be solved. 

This disagreement on governmental structure is exemplified by contrary 
resolutions of two basic conflicts, both established by law in the Indian 
Constitution itself. First, the Constitution gives the central government 
the power and responsibility to guide economic development, and the gov- 
ernment consequently has authority over a variety of areas, including all 
major commerce, as well as the power to collect market and income taxes. 
At the same time, the Constitution gives to the states alone the power to 
tax and regulate agriculture. This in effect gives the central government a 
bias toward development through industrial and commercial growth, 
hence through urban development. State governments are oriented toward 
agricultural concerns and constituencies. Second, there is a conflict be- 
tween the constitutional need for the central government to guarantee ba- 
sic rights of individuals to choose their occupations and enjoy the fruits of 
their labors, and the power of that same government to modernize the 
economy and assure equality of opportunity. Generally, it was clear that 
the central government under Mrs. Gandhi was attempting to resolve the 
conflict by moving consistently toward greater central power over the 
states, by placing economic development above the protection of individ- 
ual liberties, and by assuming much greater directive power in allocating 
economic resources. There seems no reason to doubt that the general 
model was that of the Soviet Union in many respects, including its party- 
government relationship, its industrial domination of agriculture, its attack 
on private property in the name of the general economic good, and its 
equation of modernization with acceptance of uniform “modern” socialist 
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economic and political ideology. The state government in Punjab, and in 
most other states, was by contrast more inclined toward decentralization 
and governmental pluralism, respect for local religious and ethical tradi- 
tions as bases of policy discussion, protection of private property for the 
bulk of the population (not, however, in a way that precluded effective 
elimination of absentee rentier landowners, for in fact the effective initia- 
tives in this regard have always come from the states), and the utilization 
of market and ethical incentives rather than direct redistribution to 
achieve economic reform. 


The Anandpur Sahib Resolution 

The document which has served as a manifesto of the Punjabi view of 
proper resolution of the constitutional issues is the Anandpur Sahib resolu- 
tion, drafted by a working committee of the Akali Dal (the predominant 
Sikh political party) in October of 1973 in direct response to the threat 
represented by the inability of state officials to resist central impositions. 
The resolution is quite brief. It lists two “principles” and four “aims” with 
ten programs to secure these aims, mainly religious in nature, and seven 
more politically-oriented objectives to be achieved. 

The main grievances are reflected in these objectives. The first was to 
add to the state the Punjabi-speaking regions that had been left out in the 
1967 delineation, despite the clear acceptance of the linguistic criterion. 
These include Chandigarh, Sindh, Kangra, and several sites important in 
Sikh history. The second was that in this new state as in other states cen- 
tral intervention should be strictly limited to defense, foreign affairs, posts 
and telegraph, currency, and railways. In effect this was a demand for 
resolving the underlying constitutional crisis by reversing the present In- 
dian constitutional assignment of reserved powers: they would now go to 
the states and not the central government. This implication was under- 
lined in a further provision of the resolution that called for the Indian 
Constitution to become “Federal in a real sense” and to assure that “‘all 
states are equally represented at the Centre.” Other provisions of the reso- 
lution mainly concerned the elimination of discrimination against Sikhs 
and other minorities in government service and in civil life outside Punjab. 


The Emergency 
The threats posed by the central government’s legislation and its accompa- 
nying political rhetoric achieved a culminating force during the 19 months 
of Emergency Rule beginning on June 26, 1975. 
The immediate precipitating cause of the declaration of a national emer- 
gency was evidently a series of legal proceedings regarding Mrs. Gandhi’s 
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reelection that threatened not only to invalidate that election but to subject 
her to criminal charges. The declaration forestalled these actions. It was 
explained as a necessary measure to halt corruption and a number of inter- 
related economic problems. There is no doubt that some of the problems 
tackled by the government under the Emergency were very real, although 
the most prominent charges of political corruption at the time revolved 
around Mrs. Gandhi’s own son, Sanjay. Some of the measures instituted 
under the Emergency were beneficial: rigorous price controls and the pro- 
motion of explicitly marked prices on commercial goods, such as cloth. 
Other measures were less welcome—notably brutal attempts to promote 
birth control through mass sterilization. Still cther alleged “problems” 
were not really problems at all—notably the simple fact of a growing and 
increasingly well-organized national political opposition to Indira Gandhi 
and her party, under the leadership of the aged and morally unassailable 
Jayaprakash Narayan. 

The Emergency legally empowered the government to use “preventive 
detention,” which meant that the government could order someone ar- 
rested on the ground that they might commit a crime. Since such detain- 
ees are by definition not actually charged with anything, the constitutional 
provisions for a speedy trial are irrelevant and they can in fact be held 
indefinitely. The prompt use of this provision to jail some 700 political 
opponents, including Narayan, coupled with the growing use of Presi- 
dent’s Rule to overturn state governments dominated by political groups 
other than Indira Gandhi’s own, rapidly created an atmosphere of intimi- 
dation unprecedented in independent India. In the opinion of an evidently 
large majority throughout India, the Emergency was or quickly became a 
cure worse than its disease. 

A rather surprising feature of the Emergency was the lack of opposition 
to it in the national Parliament. When Mrs. Gandhi required Parliamen- 
tary approval she consistently obtained it, usually by healthy majorities 
made up mainly of a coalition of her own faction of the Congress Party 
and the “right” (pro-Soviet) Communists. This lack of effective opposition 
evidently was a major encouragement to Mrs. Gandhi’s surprising decision 
in January of 1977 to hold national elections three months later, in March. 
Gandhi’s Congress group returned 92 of 153 candidates in four southern 
states in these elections, but throughout the rest of India it was resound- 
ingly defeated in very heavy polling. 


The Janata Interlude 
The new Janata coalition assumed power on March 24, with Morarji Desai 
designated prime minister. The Emergency was revoked on March 27. 
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The Janata position was strengthened the following June by victories in 8 
of 11 states that held elections for their legislative assemblies. This permit- 
ted the Janata party to elect its own president, N. S. Reddy, since the 
president is chosen by an electoral college consisting of the elected mem- 
bers of both houses of Parliament and the members of all state legislatures. 
This is an important point because while much about the office of presi- 
dent is symbolic, on the model of the British monarch, the office does carry 
certain very real powers in the approval of appointments to office and of 
legislative acts. The latter includes the power to approve placement of acts 
intended to secure agricultural reform on a specific list exempting them 
from certain constitutional challenges. 

The Janata coalition was not united by a consistent ideology or political 
vision. Its rule nationally was marked more by a refusal to pursue some of 
the more undemocratic practices and policies of Mrs. Gandhi’s adminis- 
tration, such as the more punitive land reform legislation and the steriliza- 
tion campaigns, than by any major new directions. It was first of all an era 
of consolidation and, importantly, of returning autonomy to the states. 
Accordingly, although nothing was really done to resolve the major consti- 
tutional conflicts, the sense of crisis abated to the point where discussion of 
it seemed “academic.” For example, the decision of the Punjab High 
Court rejecting the Land Reform Act was overturned by the Supreme 
Court in 1977 in a case concerning a parallel law arising in Maharashtra 
(D. G. Mahajan v. State of Maharashtra), but this was neither publicized 
nor acted upon in Punjab itself. The decision on the case is notable for its 
strident ideological tone that reflects the general rhetoric of the central 
Congress, charging opponents of the law with oppression of the poor and 
obstruction of progress, but utterly failing to address the substantive con- 
cerns of the original Punjab analysis. 

During the Janata period, very little was heard of the Anandpur Sahib 
resolution in Punjab. Agricultural production in the state turned sharply 
upward. It had generally stagnated or fallen off slightly between 1971 and 
1975,2 due in part to poor coordination of credit, power, and fertilizer 
deliveries. In 1978, when I returned for the first time since 1966, produc- 
tion was at an all time high, having increased more than 12%. over the 
previous year (which was itself up almost 11% from the one before) and 
the atmosphere could have been accurately described as cautiously eu- 
phoric; but even then problems were beginning to develop, most conspicu- 
ously revolving around rapidly rising fuel prices that the increasingly 
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unstable and fractious Janata coalition seemed unable to handle. Sophisti- 
cated villagers I spoke to considered it unlikely that Charan Singh, the one 
national leader with a real farming background, would succeed in estab- 
lishing a national peasant-based party (the Lox Dal, or Peoples Party) 
outside of both Janata and the Congress, so the conviction was growing 
that Indira Gandhi would return to power in the next election. 

It is widely believed that Sant Jarnail Singh Bhindranwale, later to be- 
come the leader of the Sikh terrorist group in Punjab, was supported finan- 
cially by Sanjay Gandhi in collaboration with Zail Singh, later president of 
India (after Indira’s reelection), from the beginning of Janata rule in order 
to widen differences within the Akali Dal? and drive a wedge between 
Sikhs and Hindus and thus break up the political cooperation between 
Akali Dal and the urban and Hindu-oriented Jan Sangh which was the 
heart of the Janata in Punjab. 

In June 1979 the Parliament approved the omnibus 44th constitutional 
amendment bill intended to make the “dreaded Emergency a thing of the 
past,” according to a report on June 19 in the Tribune, Punjab’s leading 
newspaper. It outlawed press censorship and some other aspects of the 
Emergency powers, but it also deleted the right to property from the list of 
fundamental rights. 


The Reelection of Indira Gandhi: 

Return to Crisis 
Indira Gandhi was returned to power in the parliamentary elections of 
January 1980. There were almost immediate demands by her supporters, 
publicized in the press, for “implementation” of the 1972 Land Reform 
Act (and similar acts in other states), and visiting commissions were ap- 
pointed to look into the matter. Punjab’s own government remained in the 
hands of the Janata coalition, centered on the Akali Dal in alliance with 
the Jan Sangh, with Prakash Singh Badal (asscciated with the Akalis) as 
chief minister. The Akali base was in the rural peasantry, the Jan Sangh in 
the urban shopkeepers and professionals. Between the two, the coalition 
was solidly grounded in the economic middle ranks of the state, and it 
continued to be unimpressed with the Center’s rhetoric. Instead, it per- 
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sisted in offering its own policies and solutions, and attempted to explain 
their bases. 

In February 1980, the central government declared President’s Rule in 
Punjab and eight other states whose governments were still dominated by 
parties other than Mrs. Gandhi’s own. This dissolved the states’ legislative 
assemblies and required new elections. In Punjab, it led to the desired 
result. The new government, with Darbara Singh as chief minister, was 
supportive of Mrs. Gandhi’s central group. P. S. Badal, reelected to the 
legislature, then became leader of the legislative opposition and the head of 
one of the leading groups in the Akali Party, along with Gurcharan Singh 
Tohra, Balwant Singh, and Sant Harchand Singh Longowal, all of whom 
through the entire crisis stood firm against various extremist demands, in- 
cluding secession. 

The new state government, however, was unable to impose the policies 
of Gandhi’s group at the Center. In fact, it was generally paralyzed be- 
tween the conflicting demands of unwavering loyalty to the Center on the 
one hand and avoidance of massive offence to the people of the state on the 
other. For example, with respect to the Land Reform Act of 1972, press 
reports as of January 1981 said that only 12,340 hectares had been de- 
clared surplus and 2,088 hectares allotted to new owners. It was clear the 
previous land reform program had been more complete than the propo- 
nents of the 1972 act had wanted to believe. At the same time, the most 
frightening possibility in the enforcement of the act was avoided in the 
rules for its implementation. The revenue officers would not, on their own, 
constitute families according to their own records. Rather, the law and 
rules required each owner, including adult sons, to make a declaration of 
his holdings and designate what he was to retain, including the additional 
fifth for each member of his immediate family (including minor sons and 
daughters) numbering more than five. Then any surplus amounts in the 
father’s holdings could be given to adult sons who themselves had less than 
the limits. A father could not, under this procedure, arrogate his sons’ 
land to himself if the sons had already divided their holdings. The civil 
servants under the new administration did not change these rules; the gov- 
ernment knew better than to do it for them with the result that in this as in 
most other matters it simply tried to keep a low profile. 

The Anandpur Sahib Resolution became a major focus again soon after 
Mrs. Gandhi’s return to power, in connection with a new set of issues that 
were in reality new versions of the old ones. The more concrete grievances 
have been explained outside the resolution in broader discussions of the 
issue of federalism and have mainly concerned four complex and interre- 
lated topics: costs of agricultural inputs in relation to support prices, 
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canals, industrial development of Punjab vis-a-vis other states, and em- 
ployment. 

The agricultural pricing issues that emerged after 1979 were almost ex- 
actly the same as those that had caused resentment before 1967. The rela- 
tively favorable balance between costs and support prices that held during 
the Janata period was upset beginning in 1979 by the rapid escalation of 
world oil prices. The Janata government had been unable to act decisively, 
and while the Gandhi government did act, its moves were far from being in 
the interests of Punjab agriculture or business. Announced input prices 
began to go up at rates of 20-30% a year. Shortages became endemic and 
black market prices escalated. Rationing of such items as fuel and cement 
was occasionally imposed beginning in late 1978, but did little good. Yet 
support prices for agricultural produce continued to rise at just 5% or 
10% annually. 

On top of this a very poor wheat harvest as a result of widespread hail- 
storms in 1980 led to early projections that the Center, buying at the sup- 
port prices of about Rs. 127 a quintal, would not be able to meet its 
procurement goals. Prices to retailers went up to Rs. 200 per quintal in 
some cases, which meant that no farmer would be willing to sell to the 
government’s purchasing agents. The central response was not to raise 
prices (not even to the Rs. 147 the state had originally asked for as the 
support price that would let farmers recover their costs) but rather to 
reimpose “food zones.” The government of India has no legal power to 
regulate prices as such, nor does it have the power to compel sales to its 
central stockpiles at the prices it wishes to pay. But it does have the power 
to regulate interstate commerce and transport. A food zone is basically a 
prohibition on the movement of foodstuffs from one area to another. In 
the drought of 1965, the state of Punjab had been declared a food zone. 
Private commercial traffic in foodgrains had thereby been prohibited to 
nearby deficit states and to Delhi in order to depress prices within the state 
to levels that would in effect force the farmers to sell to the central stock- 
piles. The policy was much resented, of course, because farmers quite nat- 
urally saw it as not only denying them a legitimate return but also as 
impairing their ability to meet such crises in the future. As such, as in so 
many other instances, they could see no sense in it and therefore were 
inclined to treat it as at least partly motivated by simple hostility to them, 
their state, or their religion. Their reaction was a major impetus to the 
demand for partition into Punjab and Haryana. The 1980 fcod zones were 
far more restrictive. On May 24, 1980, the Tribune reported that each of 
the twelve districts in Punjab had been declared a wheat zone by the cen- 
tral government. This meant that farmers could not sell wheat outside 
their own district (Comparable to a small county in the United States). A 
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farmer in surrounding districts could be arrested for taking wheat to 
Chandigarh—to say nothing of shipping to Delhi or Uttar Pradesh. Since 
central procurements went into the same network for city distribution as 
before, the farmers had no choice but to conclude that their interests were 
once again being sacrificed in favor of the Congress efforts to maintain its 
constituency among the urban poor. The measures, and the rhetoric ac- 
companying them, were grossly and pointlessly punitive, and since they 
came after the farmers had every reason to believe they had amply proved 
their value to the nation, the reaction could not be anything but bitter. In 
June the government instituted a further measure to force prices down by 
setting a very low ceiling on the amount of wheat a dealer would be al- 
lowed to hold in storage. 

The canal issues were also basically the same as before although the 
division of Punjab from Haryana exposed them more clearly. The issues 
concerned both payment for canal construction within Punjab by states 
that would receive the water and the allocation of water itself. All these 
negotiations had to receive central approval and it was generally felt that 
Punjab was not getting its due. What had formerly been hidden within 
one state budget now became a matter of explicit arrangements among 
several. An additional legal twist was added because after the division 
Haryana had none of the Punjab rivers flowing through it. It was there- 
fore not a “riparian state” under the usual definition, and the Punjabis 
could argue that it therefore by definition had no right to the Punjab wa- 
ters at all. 

This particular form of the argument first arose in 1976, when the cen- 
tral government announced that pursuant to a section of the act that sepa- 
rated Punjab and Haryana, Punjab would get only about 23% of. the 
waters from its rivers—the rest going to Haryana and Rajasthan. This was 
during the Emergency, so state reaction was smothered, but resentment 
undoubtedly contributed to the reaction against, Gandhi in the next elec- 
tion. In 1978 the Punjab state government brought suit for annulment of 
the settlement in the Supreme Court of India, but the suit was not acted on 
while that government was in office. In 1981 Gandhi’s government ar- 
ranged a new agreement between the (Congress) chief ministers of Punjab, 
Haryana, and Rajasthan under which Punjab’s share of the water was 
raised to 24%.* The change in the agreement forced Punjab to withdraw 
its suit. Before this final act in the overall agreement, a subordinate but 
equally publicized conflict had arisen concerning a new Sutlej-Yamuna 
link canal that was intended to add to the southward flow of water from 
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Punjab’s Beas and Ravi rivers. Haryana was due to receive 50% of the 
water under an agreement negotiated in 1978 with involvement of the cen- 
tral government, which was Janata at the time. There was wide accep- 
tance of the opinion of Prakash Singh Badal, who as chief minister had 
been involved in the initial negotiations, that Haryana would have been 
satisfied with 40%. Again the apparent willingness of the Center to inter- 
fere against the interests of Punjab was resented. Construction on the 
project, with the groundbreaking by Mrs. Gandhi herself, was begun in 
1982. By then it had become a focus of Akali Party opposition, and seri- 
ous agitation, including physically blocking work and courting arrest, be- 
gan with the groundbreaking and prevented work from proceeding for at 
least six months. 

A related dispute concerned control of the Bhakra canal headworks. 
The Bhakra had been built by Punjab after 1947 out of state development 
funds, yet from 1967 on it was run by central officials. In the important 
spring planting seasons there were constant shortfalls in both water supply 
and power generation from the dam. In 1978, for example, rolling black- 
outs occurred with a third of the rural grid being closed at any given 
time—which obviously required good publicity on schedules and coordina- 
tion with farming needs to prevent disaster. Summer power shortages are 
predictable, of course, because the low water that causes them is part of 
the monsoon cycle. The original plan was that at these times hydroelectric 
generation would be supplemented by power from a large state-operated, 
coal-fired steam plant near Bhatinda (a location that was itself criticized as 
an example of poor central planning because of its distance from the coal- 
producing area), but the plan was constantly upset by poor summer coal 
deliveries. Since coal was a central monopoly, it was easy to view the 
overall power problem as the direct result of 2 pattern of central ineffi- 
ciency and indifference, which Punjabis quite naturally thought they could 
improve upon had it been left to them. 

The industries issue had begun to surface in 1978 and grew in part out 
of the migration patterns that had already become well established in the 
state—the inflow of laborers and the outflow of those seeking non-farm 
salaried work. The trouble was that salaried work did not become avail- 
able in proportion to the demand and there was from the local point of 
view no good reason for this. The central government controlled the 
growth of industries through licensing, and Punjab had never been able to 
develop its industry in proportion to its agriculture, or as rapidly as other 
states with weaker agricultural bases. It did not have spinning mills for its 
cotton (and many felt that its cotton prices were held down by lobbying 
from the Bombay mills that did do the spinning). It was a major sugar 
exporter but did not have enough local sugar mills to provide for its own 
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local consumption. There was only one tractor factory in the state, 
founded in 1976, and even though it sent tractors to other regions most 
Punjab tractors were made elsewhere. 

The employment issue overlapped the issue of industrial development, 
but it had an additional aspect that connected it to the issue of Sikh sur- 
vival in a very interesting and dramatic way. Many Punjabis quite natu- 
rally connected the difficulties that well-trained Punjabis were having 
finding work in the state with well-known patterns of migration outward— 
to other states, to the Middle East, and to Europe and America. This in 
turn they naturally contrasted with the pattern of migration into the state 
of agricultural laborers, who were, of course, generally both non-Punjabi 
and non-Sikh. It was not hard to project these trends into the future as 
leading to a Sikh diaspora, a fundamental threat to the continuity of the 
Sikh cultural community (their phrase) in Punjab. Many had no difficulty 
in taking this one step further and seeing the pattern as the result of a 
deliberate design. 

Added to all of this was the widely publicized fact that the price indices 
for agricultural commodities were increasing at only about half the rate for 
industrial goods. It was perfectly clear that the central government was 
aware of this; indeed, the government’s apologists were actually arguing 
that such a disparity—admittedly a substantial de facto tax on rural peo- 
ple—was necessary to the industrial development and modernization of 
the country. In short, Punjabis widely believed, and still believe, that 
under the governments of Indira Gandhi they had been economically ex- 
ploited by a kind of internal mercantile system, and that this exploitation 
had been increasing consistently since her reelection. They do not believe 
that such exploitation is in the long run interest of India as a whole. 

Added to these problems were three that were more clearly religious. 
The first concerned the Nirankari sect who affected to be Sikhs and 
claimed the Sikh scriptures as their own, but who overtly rejected the ac- 
cepted historical exegeses and who from the Sikh point of view insulted the 
Gurus. On top of this, they insisted on holding meetings in Amritsar near 
the Golden Temple. On Baisakhi day in mid-April (the date is both New 
Year’s Day and the anniversary of the founding of the Sikh community in 
its present form) of 1978, a group of Sikhs marched on a Nirankari meet- 
ing in protest and the Nirankaris opened fire and killed some thirteen of 
them. The main suspects in the case were eventually acquitted because of 
contaminated police evidence. The head of the Nirankari movement was 
cleared of complicity without being indicted and continued to preach in 
the state backed by strong statements of central government figures to the 
effect that they expected the state government to protect religious freedom. 
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Eventually, in April of 1980, he was himself assassinated. In contrast to 
what appeared to be a lack of national concern with the deaths of the 
Sikhs, Mrs. Gandhi herself attended the Nirankari leader’s funeral and 
was pictured in the Punjab papers laying flowers on his grave. And com- 
pared to the lax handling of the murders of the Sikhs, prosecution of this 
case was vigorously undertaken by the Central Bureau of Investigation, 
and the papers were full of stories of torture of suspects and the like. Sant 
Jarnail Singh Bhindranwale had become prominent in connection with the 
agitation against the Nirankaris, and on September 20 he was arrested in 
connection with the murder investigation. On September 29, armed Sikhs 
hijacked an Indian Airlines plane to demand his release. Repercussions of 
the Nirankari issue continued through 1980; repercussions of the terrorism 
associated with Bhindranwale continued and grew until his death in the 
Indian Army’s attack on the Golden Temple on June 1, 1984. 

The second major issue concerned the demand for an all-India 
Gurudwara Act. Since the SGPC (the central temple management com- 
mittee) is presently established by a Punjab act, its scope is limited to that 
state. A national act would extend SGPC purview to all Gurudwaras in 
India. This is directly connected to the threat seen in the outward migra- 
tion of Sikhs to other areas, especially to India’s major cities. 

The third issue concerns Radio Golden Temple. As a logical extension 
of the practice of broadcasting the Sikh morning service and evening talks 
over village public address systems, an Akali group calling itself the radi- 
cal party announced that it would begin broadcasting these ceremonies 
from the Golden Temple each day by radio. Radio licenses are a central 
monopoly, however, and the Center would not grant one. Broadcasts 
started anyway on November 15, with a transmitter said to have 25 watts 
and a range of 200 to 250 meters. This led to a wonderfully droll comedy, 
much relished by the press, featuring performances by the communica- 
tions authorities vs. the broadcasters with the police in between, all set 
within the transmitter’s range of little more than shouting distance. As the 
author of the project said, “It was symbolic but real.” The persistence of 
the central government in refusing the license and trying to stop the broad- 
casts was taken as clear evidence that its action was motivated by pure 
prejudice and not by rational considerations. 


Polarization 
In short, Punjab has had and continues to have a series of economic 
problems of the clearest importance. In considering these problems and 
arriving at logical solutions, Punjabis have been consistently frustrated by 
impositions of the central government. There is no real claim on the part 
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of the central government that its measures are in the interest of Punjab; 
Punjabis furthermore cannot even see how they are in the interest of India 
as a whole. In response to these impositions, Punjabis since the late 1970s 
have settled on what might be called a second tier of problems and solu- 
tions. The problem is a basic anti-farmer and anti-rural bias in the struc- 
ture of the Indian government. The solution is “federalism.” It is 
absolutely crucial to realize that this is the view of by far the most impor- 
tant mainstream groups in Punjab, Sikh and non-Sikh, and of most polit- 
ical parties. It is equally important to note that this view is not based on 
“Sikh fundamentalism,” “separatism,” or any sort of terrorist ideology— 
which is not to say there were no separatists or terrorists. There were, and 
indeed always have been, but they never numbered or spoke for even a 
large minority of the population, either urban or rural. 

The key to understanding the tragic sequence of events from the attack 
on the Golden Temple to the assassination of Indira Gandhi lies in seeing 
how the legitimate and resolvable problems bundled into the arguments 
about federalism became submerged in the fundamentally unresolvable de- 
mands and ideas associated with separatism and terrorism. What hap- 
pened in Punjab, beginning with the declaration of President’s Rule in 
1980, was the progressive disenfranchisement of the mainstream of the 
population, the middle ground of political opinion. The first method by 
which the moderates were deprived of a political voice was the use of Pres- 
ident’s Rule to topple state governments unfavorable to central policies. 
By insisting on a state government that was loyal to her above all and 
measuring the loyalty by lack of objections to her policies, Mrs. Gandhi 
necessarily deprived those who favored alternative policies of the power to 
speak through established government organs with a force appropriate to 
their local political strength. Of course, Badal and others continued to 
speak as members of the legislative opposition, but this power too was 
attacked in several ways. One was intimidation. As early as August 1980, 
Mrs. Gandhi was quoted in the press as having told her Congress support- 
ers that “Opposition parties were creating a situation similar to the one 
obtaining before June 1975.” This could hardly be taken otherwise than as 
a threat to return to the practices of the Emergency.’ 

It is difficult in retrospect to determine exactly when the first re-use of 
preventive detention occurred, but a UPI story carried in the American 
press in April 1983 said that 600 “militant Sikhs” from the Akali Party 
had been arrested to “avert a threatened highway blockade” as part of a 
protest against Mrs. Gandhi’s policies.© The blockade took place anyway, 
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and in the course of it 200 more were arrested and 20 killed in a police 
“firing.” Later, in 1984, Harchand Singh Longowal, as president of the 
Sikh Gurudwara management committee, was placed under arrest prior to 
the attack on the Golden Temple but released by the time of the attack 
under terms of the law. The law was then amended to increase the power 
of detention, and he was rearrested immediately after the attack. At the 
time of Mrs. Gandhi’s assassination, and through the subsequent elections, 
virtually the entire body of mainstream Akali politicians was in jail—in- 
cluding Badal and Longowal. Such tactics—silencing political opposition 
in the interest of “unity”—obviously have the effect of denying a voice to 
the constituencies represented by the silenced politicians. When these pol- 
iticlans represent the moderate middle ground of the political spectrum 
and their constituencies represent the bulk of the working population of a 
state, the result can only be to leave the political stage to politicians and 
constituencies at the fringes. 

A second method of disenfranchisement was unresponsiveness. There 
can be no doubt that repeated and complete explanations were made of the 
Punjab view of its problems and their solutions, but the central govern- 
ment, either in the person of Mrs. Gandhi herself or her close advisors, 
never publicly acknowledged them as serious or legitimate. The most 
common response was to ignore them; an almost equally common re- 
sponse was to treat them as a smokescreen by “rich farmers”? to oppress 
the “poor.” Since the average size of a farm holding in Punjab is about 
2.56 hectares, and the average farmer cultivates his land with his own ef- 
forts and would consider “luxury” the possession of a battery-powered 
cassette player and an electric fan, this was very nard to take as anything 
but a thinly disguised threat (to impose even more punitive land ceilings). 
About the nearest Mrs. Gandhi came to a direct response to the Punjab 
farmers’ concerns (which were shared widely in other states) was to con- 
vene a large “farmer’s rally” in March 1981 in an effort to compete with a 
similar rally being organized by Charan Singh to promote his national 
farmer’s party. In her address to the rally, as described in the press, Gan- 
dhi was quoted as promising to “solve” the farmers’ problems, but also as 
having “referred to [farmer] agitations in certain areas and said while some 
of their demands were justified it was impossible to fulfill others, which 
only served the interests of big landlords.” She also “pointed out that 25% 
of the allocation [in the forthcoming sixth five-year plan] had been 
earmarked for the rural sector.””? Since over 80% of the population is 
rural and about half of these are farmers, the number is not likely to have 
been particularly impressive. The press had something of a field day 


7. The Tribune (Chandigarh), February 17, 1981. 
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describing the clothing and appearance of those attending, suggesting very 
strongly that there were very few real farmers among them. They ap- 
peared to have been mainly Congress Party workers and supporters, and to 
have been brought to the rally by a massive government transportation 
effort. All of this was underlined in the descriptions of the subsequent 
opposition rally. Although the estimated 200,000 in attendance were only | 
a tenth the number of Mrs. Gandhi’s crowd, they did indeed appear to be 
farmers who were poor and who had come by their own means. 

The third method by which Mrs. Gandhi disenfranchised the Punjab 
mainstream was the most dangerous, and ultimately was self-destructive. 
It was this that created the current misunderstanding of the issues in the 
West, as indeed in much of India outside of Punjab. In place of addressing 
the economic and political issues, she used her superior access to national 
and international media to consistently describe the opposition as religious 
fanatics who advocated secession and separatism motivated by “commu- 
nalism” and “regionalism.” To substantiate these characterizations she 
and her supporters much more often referred to the actions and statements 
of the extremists than to those of the moderates. Among those unac- 
quainted with the details of the area, the characterization won short-term 
support for her position. Who could not support a prime minister who 
was acting in favor of national unity against dissolution and disorder, and 
in favor of reason and progress against irrationality, selfishness, and fanati- 
cism? Within Punjab the characterization appeared to be intended (as, for 
different reasons, were the anti-Hindu actions of Bhindranwale) to drive a 
wedge between the rural Sikhs and urban Hindus and thus between the 
two major parties (Akali and Jan Sangh) who had to unite to defeat the 
Congress. In the end it became a self-fulfilling prophecy. It had the logi- 
cal effect of magnifying the extremists and discouraging the moderates, 
even though they never actually ceased to try to present their case. It had 
the political effect of tapping the well of prejudice that is available wher- 
ever there are religious and ethnic differences and of gaining widespread 
acceptance in India and the world for the idea that the conflict was indeed 
communal and religious—that the anger of the Punjabis was irrational and 
antinational and that tolerating it would be tantamount to allowing India 
to drop back into the eighteenth century. Punjabis in their turn were 
aware of this misrepresentation of their concerns and its acceptance, and it 
only increased their frustration and anger. It also evidently increased their 
willingness to tolerate (or perhaps unwillingness to root out) the likes of 
Bhindranwale, and finally to accept him as a legitimate Sikh martyr, a 
person who gave his life for no other reason than to expose and resist a 
danger to the survival of the community. 
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The Attack on the Golden Temple 


There doesn’t seem to be any serious doubt that Bhindranwale was the 
main organizer of a terrorist campaign that was responsible for the ran- 
dom murder of several hundred innocent Hindus and that in publicly 
wearing arms and defiantly proclaiming his willingness to use them he was 
making himself a target for retribution. Moreover, by setting up his head- 
quarters in the Golden Temple he was in effect daring the authorities to 
violate the temple in order to capture him. Neither the people of Punjab 
nor the precepts of the Sikh religion condone murder. Why then was there 
such shock and outrage among Sikhs when the army attacked the temple 
on June 4, 1984? There are two basic reasons: disproportion and inappro- 
priateness. 

Bhindranwale and his group were, presumably, guilty of murder and 
conspiracy to murder. One normally deals with such matters through the 
police in a legal way and not with the army. If the army was required, it 
would hardly seem necessary to have invaded the temple with 2,000 men 
with the result that as many as 1,000 people, including 100 soldiers and, it 
is said in Punjab, about 400 pilgrims lost their lives. The Golden Temple 
complex is walled and quite clearly demarcated; it certainly would have 
been possible to cordon it off. Nor did it seem necessary at the same time 
to seal off the state with about 70,000 additional troops, simultaneously 
invade other shrines, declare President’s Rule and dissolve the state legis- 
lature, establish complete press censorship, occupy the temple militarily 
afterwards, and declare martial law. As was widely recognized after the 
attack, far from ending Bhindranwale’s influence and activities, the attack 
and the government actions associated with it actually served as evidence 
of what he was trying to prove. In a religious frame of reference, it was 
one more dramatic piece of evidence that Gandhi’s government was hostile 
to Sikhs as such, would not react reasonably to their demands, and was in 
fact either indifferent to their destruction or positively in favor of it. In a 
conventional political frame of reference, especially when seen against 
events in Assam and elsewhere and in the light of the impending elections, 
it was easily interpretable as an attack on the basic procedures of Indian 
democracy and a decisive move toward autocracy that at least matched the 
worst abuses of the Emergency. In short, to many Punjabis and others the 
attack confirmed that Indira Gandhi would do anything she could to pre- 
serve her hold on the central government, regardless of the costs. 


The Assassination 
Indira Gandhi was assassinated by two guards from her own security force 
on the morning of October 31, 1984: Satwant Singh and Beant Singh. Ap- 
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parently both were Punjabis and both Sikhs. No clear description of their 
motivations has been released, and none is likely to be. Strictly speaking, 
it is futile to guess at them. Yet enough has been said about the back- 
ground of the action and enough is clear from the bare facts of the news 
reports to eliminate some of the interpretations that have been current in 
the Indian and American press. 

Two simple points are clear: they were members of an elite force with 
unblemished records, and they must surely have expected that once they 
opened fire they themselves would immediately be killed. Why would 
such people do such a thing? It seems highly unlikely that they were un- 
dercover religious fanatics, or that they had somehow been recruited to act 
on behalf of a foreign government—or even overseas Sikhs. Nor would it 
simply be a matter of “revenge” for the attack on the temple. The Sikh 
religion, to say nothing of simple common sense, lays no basis for self- 
destruction in pursuit of revenge. It does, however, lay a basis for self- 
destruction in the defense of one’s community and more basically of the 
truths that, in the Sikh view, sustain life. Thus the most likely explanation 
is actually the simplest: that they acted out of the same long-held convic- 
tion that led them to serve in the first place—the idea that they should be 
willing if necessary to lay down their lives to defend their country, as well 
as their homeland and their religion. In their view, Mrs. Gandhi must 
have come to represent a pressing threat to all three, and they gave their 
lives to stop her. Whatever private motives these two men may have held, 
press reports indicate strongly that the great majority of Punjabis see this 
as the significance of their act, although no responsible person would en- 
dorse assassination as such. 


The Aftermath 


In the rioting immediately after the assassination of Mrs. Gandhi, more 
than 1,500 Sikhs were murdered and many more had their houses and 
property destroyed, were beaten, and were publicly humiliated. Since the 
rioting occurred outside the censored area, the Western press carried many 
interviews of victims. Almost universally they expressed disillusionment, a 
sense of betrayal, and sadness. Many said they no longer considered India 
their country; they would rather live anywhere else. 

The reason for these reactions is not that Hindus and Sikhs are hostile to 
one another, or that they are fundamentally different from one another 
(although even some very prominent Sikhs, including Khushwant Singh, 
said precisely this in the bitter aftermath of the destruction). It is rather 
exactly the opposite. Sikhism and the major traditions of Hinduism all 
share a common idea of tolerance of all religions, of the importance of 
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each individual finding his own understandings, and of nonviolence as the 
basis of civilized behavior. These ideas are at the core of the Indian con- 
ception of civilization itself, and are held with the deepest possible convic- 
tion by thoughtful people of all sects. Thus the despair and 
disillusionment of the injured Sikhs is not just because they were made to 
suffer personally for no reason, but because the non-Sikhs around them 
seemed to abandon these basic values, allowing themselves to be corrupted 
by the meanest sort of appeals to prejudice and suspicion. Undoubtedly 
some of those who attacked the Sikhs, accepting the religious definition of 
the conflict, were thinking the same sorts of things—that Sikhs themselves 
had abandoned these ideas and could not be trusted as neighbors and fel- 
low citizens. 

If the sense of difference between Sikhs and Hindus has become so 
steeped in suspicion and fear that it will be self-perpetuating henceforth, 
then the prognosis for India’s future is dark indeed. Religious differences 
as such are not a threat to national integration, tut religious intolerance 
incorporated into political conflicts certainly wouid be. After the Sikhs 
why not the Muslims? After them why not the Buddhists? After them 
why not Lingayats? And so forth. 

My own view is that these dark forebodings are unwarranted. Despite 
their viciousness and the lack of a subsequent general condemnation by 
Hindu intellectuals, the anti-Sikh riots were the exception rather than the 
rule, and appear often to have occurred in poorer urban areas where one 
would expect to find many people dependent on Gandhi’s policies, hence 
areas of particular Congress Party strength—indeed rioting seemed to oc- 
cur often at the instigation of Congress Party officials or of police and the 
like who had Congress allegiances, as indicated by subsequent descriptions 
of Rajiv Gandhi’s actions in removing those who permitted the rioting to 
happen and ordering investigations of allegations of complicity. 

The press widely predicted that there would be answering anti-Hindu 
riots in Punjab, in the manner of the accelerating cycle of reciprocal Hindu 
and Muslim atrocities of 1946. Had this happened Mrs. Gandhi would 
have accomplished in death what she could not in life—the complete dis- 
solution of the one alliance that could keep her group out of power in the 
state. Yet answering violence has not materialized and is unlikely to, 
partly because there has been in Punjab no general breakdown of legiti- 
mate law enforcement as there was in 1946, partly because of the very 
convictions reflected in the sadness of the Sikh victims, and partly because 
there are too many crosscutting bases for unity. Despite appearances, eth- 
nic and religious conflicts do not arise spontaneously in India. Although 
riots often wear caste, ethnic, or religious colors, these seldom provide the 
real motivation—which is usually political and, beneath that, economic. 
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In Punjab, Hindus and Sikhs continue to have nothing to gain from attack- 
ing one another and much to gain from cooperation. Moreover, the per- 
sonal affiliations of many individuals are not clearly one or the other. 

Rajiv Gandhi’s own behavior as prime minister, thus far, provides fur- 
ther assurances. He moved quickly and firmly to end the rioting, seerns to 
have eliminated some of the more conspicuous instances of cronyism, and 
has consistently and carefully framed his public declarations (insofar as 
they have appeared in the American press) in terms of the basic values 
common to all sects rather than characterizations that separate one group 
from another or that identify his opponents with sedition and his followers 
with the nation. Yet he is still largely an unknown quantity, and much 
remains to be seen. It is worrisome that the election was held so quickly, 
and that the Punjabi leadership was not released from jail—and, of course, 
that elections were not held in Punjab itself. 


The Future 


Martial law and censorship in Punjab, the assassination, and the relatively 
smooth election and accession of Rajiv Gandhi to the office of prime minis- 
ter have each, in their own way, provided distractions from the underlying 
economic and constitutional issues raised by the Punjab crisis. Ultimately, 
however, these issues will have to be addressed. Martial law will have to 
be ended in Punjab and there will have to be elections. The elections will 
be corrupt or clean. If clean, they almost surely will return officers who 
will once again speak for the long-standing economic needs and interests of 
the state, and their demands will have to be answered. 

Assuming that Rajiv Gandhi will not pursue his mother’s policy of per- 
sonalized centralism, it is quite possible that the drive for federalism in 
Punjab will lose force if the basic economic problems are eased—if more 
industries are licensed or if licensing is greatly relaxed, if support prices are 
raised to provide a real return over costs, if there is more respect for tradi- 
tional family concepts and other traditional ideas and for the interests 
bound up with them, if in general there is less central meddling in Punjab’s 
use of its resources—and if at a national level Rajiv Gandhi adheres to his 
apparent commitment to avoid the politically self-serving and an- 
tidemocratic use of such powers as preventive detention and President’s 
Rule. Yet in the long run, I do not think this will suffice. Just as the Akali 
demand for the division into Punjab and Haryana turned out to be produc- 
tive for both new regions, so the demand for “federalism” seems to me 
most likely to do just what it is intended to do—to increase the strength of 
democracy and the vigor of economic life in India as a whole. India is 
much too complex and diverse for all the needed new major public or pri- 
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vate initiatives to have to go through a cumbersome central apparatus 
before they can be implemented (licensed, taxed, allowed to raise capital or 
import equipment, and so on), yet that is exactly the situation under the 
present constitution. It would be far more efficient and fruitful, and pro- 
vide less opportunity for corruption, to allow initiatives to be undertaken 
locally and to move them into central purview later, if required. Such 
federalism, including the reversal of reserved powers, would permit simpli- 
fication of the Indian Constitution itself as a legal document that is sup- 
posed to provide basic guidance. It is now so crowded with exceptions to 
basic principles intended to provide the central government latitude to ex- 
ercise broad control over economic development that it is virtually unintel- 
ligible to ordinary well-educated people. Equally, federalism would 
provide greater political power and discretion to the increasingly educated 
and organized rural population, because of its greater prominence in the 
state legislatures. 

The Punjab crisis has not, fundamentally, been a clash between Sikhs 
and Hindus, nor between Sikhs and Indira Gandhi, nor between Akalis 
and Indira Gandhi. It has been a clash between two visions of the future 
and of India’s proper political and social constitution. The basic questions 
remain unanswered. . 
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This article assesses the impact of the nonresolution of 
the territorial dispute between Japan and the Soviet Union that has been 
outstanding since the end of World War II. The dispute centers on four 
main islands lying in the north Pacific waters between Japan’s Hokkaido 
island and Urup, one of the 18 Soviet islands in the northern Kurile chain. 
The Soviets refer to the disputed islands as its small Kurile chain, while 
the Japanese call them their northern territories. Together the disputed 
islands occupy 4,996 sq. kms. of land surface (Etorofu, 3,139 sq. kms.; 
Kunashiri, 1,500 sq. kms.; Shikotan, 255 sq. kms.; and the Habomais, 102 
sq. kms.)! 

At the end of World War II, the islands were inhabited by 16,505 Japa- 
nese (Kunashiri, 7,370; Etorofu, 3,760; Shikotan, 920; and the Habomais, 
4,455).? Japanese accounts assert that all these citizens were unceremoni- 
ously expelled by the Soviet Union. 

The waters surrounding the islands are considered to be one of the 
world’s major fishing areas, rich in such marine resources as kelp, salmon, 
sea trout, surf clams, scallops, and crab. In addition to fishing, agriculture 
and forestry provide the main occupations for the islanders. 
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Contending Historical and “Legal” 

Positions Concerning Ownership 

JAPAN’S CLAIMS 
Japan’s historical claims to the islands are based on the fact that Japanese 
occupied the islands prior to their seizure by the Soviet Union after the 
war. In the Japanese view, the Soviets through force, trickery, and deceit 
preempted the occupation of these islands by the United States. Subse- 
quently, on February 2, 1946, the Supreme Soviet approved an ordinance 
incorporating south Sakhalin and the Kurile islands into Soviet territory 
retroactive to September 20, 1945.3 

Japan’s “legal” claim is based on two historical treaties. The Shimoda 

Pact (February 7, 1855), otherwise known as the Russo-Japanese Treaty of 
Commerce and Amity, stipulated that 


henceforth the boundary line between Japan and Fussia shall be a line drawn 
between “Etorofu” and “Urup” islands. The entire island of Etorofu belongs to 
Japan, while the entire island of Urup and the Kuril islands to the north of 
Urup belong to Russia. In regard to Sakhalin island there shall be no boundary 
line and the past practices shall be observed.* 


Another treaty, providing for the exchange of Sakhalin for the Kurile 
islands, was concluded in 1875 between the Meiji government and Russia. 
Under the pact Japan relinquished all rights to Sakhalin in exchange for 
the 18 Kurile islands, starting with Shumshu and ending with Urup. Ac- 
cording to Nakagawa, Article II of the treaty provided that 


in exchange for the cession to Russia of the rights on the island of Sakhalin, as 
mentioned in Article I, His Majesty the emperor of all Russia on behalf of Him- 
self and his Heirs, cedes to His Majesty the Emperor of Japan, the group of 
islands known as the Kuriles, which He now possesses, together with all the 
rights of sovereignty derived from this possession, so that henceforth the said 
group of the Kurile shall belong to the Empire of Japan. This group comprises 
the 18 islands named below: 1) Shumshu, 2) Alaid, 3) Paramushir, 
4) Makanrishi, 5) Onekotan, 6) Kharimkotan, 7) Ekarma, 8) Shiashkotan, 
9) Mushir, 10) Raykoke, 11) Matua, 12) Rastua, 13) the islets of Srednego and 
Ushishir, 14) Ketoy, 15) Simushir, 16) Broutana, 17) the islets cf Cherpoi and 
Bratcherpiev, 18) Urup.° 


For Omori Shigeo, “these two pacts explicitly state that Kunashiri and 
Etorofu islands, as well as the Habomais and Shikotan, are integral parts 
of Japanese territory; and their texts bear witness that these islands were 


3. Nakagawa Toru, “Why the Northern Territories Belong to Japan,” p. 19. 
4. Omori Shigeo, “Japan’s Northern Territories,” p. 20. 
5. Nakagawa Toru, “Why the Northern Territories Belong to Japan,” p. 81. 


LAWRENCE M. NJOROGE 501 


regarded as territories quite distinct from the Kurils,” and in addition, “by 
the treaty of Portsmouth concluded in 1905 after the Russo-Japanese War, 
Russia ceded the southern half of Sakhalin to Japan.” Further, Japan lays 
claim to the ownership of the territories on the grounds of physical and 
geographical proximity to Japan vis-à-vis the Soviet Union. Omori con- 
tends that ““Kunashiri and Etorofu islands are geographically, zoologically 
and botanically distinct from the Kuril islands.’’® 


THE SOVIET VS. THE JAPANESE POSITION 

In response to Japan’s claims to the territories, the Soviet Union’s position 
is that it does not recognize any territorial dispute with Japan.’ Moscow 
regards whatever territorial dispute there might have been as a fait accom- 
pli in the context of: (1) the terms of the Yalta Agreement of February 11, 
1945; (2) the terms of the Cairo Declaration of November 27, 1943; (3) the 
terms of the Potsdam Proclamation of July 26, 1945, which Japan ac- 
cepted on August 14, 1945; (4) the terms of the San Francisco Peace 
Treaty of September 8, 1951, in which Japan renounced south Sakhalin 
and the Kurile islands; and (5) the Memorandum of the Supreme Com- 
mander of the Allied Powers (SCAPIN No. 677) of January 29, 1946. Ja- 
pan, however, denies that all these agreements authoritatively settled the 
dispute over the islands in favor of the Soviet Union. Japan maintains that 
the Yalta Agreement between Franklin D. Roosevelt, Winston Churchill, 
and Joseph Stalin merely 


stipulated that, after Japan’s defeat in World War II, the restoration of former 
Russian rights lost during the Russo-Japanese War of 1904 would involve re- 
turn of “the southern part of Sakhalin as well as the islands adjacent to it” and 
that “the Kuril shall be handed over to the Soviet Union.” 


In that understanding, since the 


agreement relates to the future policy in respect of postwar arrangements in 
Jepan, it cannot be regarded in international law as the authoritative statement 
of final Allied views on the ultimate possession of territories. Secondly, Japan 
was not a party to the Agreement, and is not bound thereby.® 


6. Omori Shigeo, “Japan’s Northern Territories,” p. 20. 

7. There is a dire lack of accessible Soviet literature on this subject, other than official 
documents. I am grateful to the Soviet Embassy in Canada for availing me the use of the 
documents. 

8. Omori Shigeo, “Japan’s Northern Territories,” p. 22. 
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This interpretation has the apparent support of the United States govern- 
ment. In an “aide-mémoire” (September 7, 1956) to the Japanese govern- 
ment, it stated that 


the United States regards the so-called Yalta Agreement as simply a statement 
of common purposes by the heads of participating powers, and not as a final 
determination by these powers of any legal effect in transferring territories. . . . 


The United States has reached the conclusion after careful examination of the 
historical facts that the islands of Etorofu and Kunashiri (along with the 
Habomai islands and Shikotan which are part of Hokkaido) have always been 
part of Japan proper and should in justice be acknowledged as under Japanese 
sovereignty.” 


According to Japan, the Cairo Declaration, which was issued following 
a meeting among Roosevelt, Churchill, and Chiang Kai-shek of China on 
military operations against Japan, is inapplicable in respect to the disputed 
islands. The declaration merely states that 


the three great allies . . . covet no gain for themselves and have no thought of 
territorial expansion. 


It is their purpose that Japan shall be stripped of all the islands in the Pacific 
which she has seized or occupied since the beginning of the first World War in 
1914, and that all the territories that Japan has stolen from the Chinese, such as 
Manchuria, Formosa and Pescadores, shall be restored to the Republic of 
China. 

Japan will also be expelled from all other territorizs which she has taken by 
violence and greed.!° 


Thus this last proviso cannot be construed, in any sense whatsoever, to 
apply to the disputed “northern islands.” 

The Potsdam Proclamation states that “the terms of the Cairo Declara- 
tion shall be carried out and Japanese sovereignty shall be limited to the 
islands of Honshu, Hokkaido, Kyushu, Shikoku and such minor islands as 
we determine.”!! Japan’s argument against the applicability of this proc- 
lamation is that although Japan accepted it on August 14, 1945, “it makes 
no mention of the Yalta Agreement which was in fact, still kept secret at 
that time. Thus the Soviet Union cannot reasonably base its claims upon 
Japanese territory on any part of the Yalta text.’! 


9. Nakagawa Toru, “Why the Northern Territories Belong to Japan,” p. 84; see also, Min- 
istry of Foreign Affairs, “Japan’s Northern Territories,” (1980). 

10. Nakagawa Toru, “Why the Northern Territories Belong to Japan,” p. 82. 

11. Ibid., p. 83. 

12. Omori Shigeo, “Japan’s Northern Territories,” pp. 22-23. 
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It is further contended that the Potsdam Proclamation merely embraced 
the terms of the Cairo Declaration; hence the Japanese territorial limits 
determined by the Allied nations accepting the proclamation are based on 
those set forth at Cairo. In other words, Japan’s acceptance of the Pots- 
dam Declaration was based on an implicit understanding that the princi- 
ples of the Cairo Declaration were incorporated in the Potsdam 
Proclamation. Predicated on this fact, the latter was not in itself a treaty 
with any “legal” effect. This granted, Omori argues that 


since the ultimate disposition of territories affected by war can only be settled by 
the provisions of a peace treaty, the provisions of the Potsdam Declaration have 
no legal force in regard to territorial disposition. Furthermore, the Declaration 
merely states “such minor islands as we determine”: it fails to make clear the 
specific contents of the statement so that it cannot be held to be a clear state- 
ment on the policy of disposition which is contrary to the principle of non- 
expansion of territories as stipulated in the Cairo Declaration.!4 


It is contended that Clause II, Item (c) of the San Francisco Peace Treaty 
“stated with respect to the northern territories that Japan renounces all 
right, title and claim to the Kuril islands, and to that portion of Sakhalin 
and the islands adjacent to it over which Japan acquired sovereignty as a 
consequence of the Treaty of Portsmouth of September 5, 1905.”!4 As 
such, the provisions of the San Francisco treaty cannot be construed to 
have any bearing on the disputed territories as the Soviet Union asserts. 
Moreover, the disputed islands do not fall under the category of the lands 
Japan had acquired through force and avarice. 

The SCAPIN Memorandum No. 677, entitled “Governmental and Ad- 
ministrative Separation of Certain Outlying Areas from Japan,” stipulated 
that “for the purpose of this directive, Japan is defined to include the four 
main islands of Japan and the approximately 1,000 smaller adjacent is- 
lands . . . and excluding inter alia, the Kurile (Chishima) islands, the 
Habomai island group and Shikotan island.” Although this placed the 
northern territories outside the administrative authority of the Japanese 
government, Japan insists that 


this directive was an expedient to facilitate the administrative functions of the 
occupation and had nothing to do with the final determination of the territorial 
issue. This is clear from the very nature of this document. In fact, the Memo- 
randum itself confirmed this point by clearly stating that “Nothing in this direc- 
tive shall be construed as an indication of Allied policy relating to the ultimate 


13. Ibid., p. 23. 
14. Ibid., p. 20. 
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determination of the minor islands referred to in Ar-icle 8 of the Potsdam Dec- 
laration.”!5 


For Japan then, none of the antecedent grounds of Soviet claims to the 
islands is legally tenable. Furthermore, Japan denies that the territories 
were transferred to the Soviet Union by the allied powers as war repara- 
tions or settlements in recognition of the Soviet Union’s participation in 
the Pacific War against Japan. Such a settlement would be farfetched be- 
cause the Soviet Union “participated in the war against Japan only at its 
closing stage at which time Allied victory was already certain, and fought 
only several days [six days to be exact, i.e., from August 9-15, 1945]. So 
the Soviet Union, unlike the U.S. and Great Britain, could not justify a 
position to punish Japan for the war or demand compensation for its sacri- 
fices in the Pacific War.” 16 

Against this viewpoint it can nonetheless be pointed out that it is not the 
magnitude of the Soviet Union’s involvement and sacrifices in the war that 
is of legal consequence, but rather the fact that it sided with the Allied 
forces which won the war. Reflecting on Japan’s overall position, one is 
struck by some measure of inconsistency, if not ineptitude, on the handling 
of the issue. Tokyo’s position seems to have been characterized by a de- 
gree of fluctuation. Yoshida conceded before tne Diet in 1951 that the 
Kuriles given up did include Etorofu and Kunashiri.!’ Still, Japan’s posi- 
tion shifted during the 1956 negotiations, and a bargain was almost struck 
twice on a settlement that included the Habomais and Shikotan as Japa- 
nese territory. Moreover, according to Moscow, former Prime Minister 
Suzuki Zenko, as minister of agriculture and forestry, signed an agreement 
with the Soviet Union on fishing in the northwest Pacific which entailed a 
recognition of Soviet sovereignty over the territories. 15 

It is remarkable that supporters of Japan’s position fail, even if only 
indirectly, to acknowledge that the Soviets do have a historical claim to 


15. Ministry of Foreign Affairs, p. 9. 

16. Bracketed material my addition. It is true that the subsequent deployment of the 
atomic bomb by President Harry Truman on Hiroshima and Nagasaki preempted Moscow’s 
full participation in the war against Japan. In point of fact, Stalin waited until after the bomb 
was first used on Hiroshima to declare war on Japan. Nonetheless, President Roosevelt, 
fearful that the war would have cost a half-million allied lives and would continue for at least 
18 months after Germany’s surrender, had struck a deal with Stalin for Moscow’s engage- 
ment in return for his endorsement of Soviet claims in Manchuria, Outer Mongolia, and in 
the Pacific itself. Akira Shigemitsu, “Postwar Soviet Territorial Issues in Europe and North- 
ern Territories Problem,” Asia Pacific Community, Winter 1981, p. 53. 

17. Donald C. Hellmann, Japan’s Foreign Policy and Domestic Politics (Berkeley: Univer- 
sity of California Press, 1969). 

18. V. Krotov, “Following an Unseemly Course,” Oriovo-11037, June 25, 1982, p. 1; also 
in full in Jzvestia, June 24, 1982. 
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the disputed territories, and thus try to invalidate such a claim as vehe- 
mently as they have done with the others. Yet this is a major, if not a 
convenient drawback to an objective appraisal of the dispute. According 
to a Soviet specialist on Japan (I. Latyshev), evidence from recent histori- 
cal research by a Japanese scholar points to the fact that the territories fell 
under Japan’s control as “concessions made by war-weakened Russia in 
1855 and 1875.”1? If this study does establish the Soviet Union’s historical 
claim to the territories, then the spokesmen for Japan’s position are 
obliged to either take cognizance of this in their claims for the islands or to 
refute it. 

With respect to the legal position, 1t helps to recognize that wherever 
there is a dispute between two unequal powers, international line princi- 
ples cannot be enforced. It is therefore somewhat unproductive to argue 
that “legally speaking Moscow does not have a valid case,”?° or even that 
“in international law, the final sovereignty of those territories remains still 
undetermined.”2! It could be the other way around. 

As for the geological claim, one shudders at the thought of the innumer- 
able claims that would be generated worldwide between contiguous states 
if geological and biological factors, physical proximity, and geographical 
realities became principles meriting and sustaining land claims. Purely in 
themselves, these factors are inconclusive. They need to be buttressed by a 
composite of other factors as was the case in the 1984 International Court 
of Justice resolution of a 14-year, 15,000 sq. mile boundary dispute be- 
tween Canada and the U.S. over the Gulf of Maine. 


The Consequences of Nonresolution of 

the Dispute 
So far, postwar efforts at resolving the territorial issue have become stale- 
mated. We are told that from the signing of the joint declaration (1956) up 
to 1970, Japanese authorities repeatedly raised the matter at various meet- 
ings with the Soviet Union, but Soviet representatives invariably blocked 
the discussion with their old dreary refrain that “the territorial problem 
had already been settled.” 22 


19. I am relying on J. Latyshev’s abridged review of Yoshimitsu Koriyama’s book, A 
Study of the History of Japanese-Russian Relations at the End of the Bakumatsu Period 
(Pravda, February 3, 1981). Thus, this point is made without the benefit of direct reference to 
Koriyama’s work. 

20. Kimura Hiroshi, “Strategy for Regaining the Northern Territories,” Japan Echo, 8:3, 
1981, p. 89. 

21. Omori Shigeo, “Japan’s Northern Territories,” p. 20. 

22. Ibid., p. 22. 
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The frustration of diplomatic failure to resolve the issue according to 
Japan’s expectations has led it to adopt a strategy of popularizing the dis- 
pute as an emotional issue among its people. The campaign for the return 
of the northern territories took root as far back as 1945 and reached a 
crescendo on January 6, 1981, culminating in a cabinet decision to estab- 
lish February 7 as “Northern Territories Day” to be observed annually. 
One wonders, however, the extent to which this generation of feeling and 
activity is helpful to Japan in resolving the issue, other than its being politi- 
cally expedient for the Japanese leadership. Indeed, one is tempted to be- 
lieve that such an expedient could cause difficulties in the long run given 
that the Japanese authorities do not as yet appear to have a feasible way of 
assuming control over the territories. The strategies adopted should be 
consistent with empirical reality to minimize the prospect of the issue be- 
coming counterproductive domestically. 

Japan-Soviet relations are at a postwar low in al: respects; according to 
newspaper opinion polls, the Soviet Union ranks either first or second in 
the list of countries most disliked by the Japanese.?? Certainly a combina- 
tion of factors makes up the overall bilateral relaticnship between the two 
countries, but undoubtedly the territorial dispute is of significant import in 
understanding their total relationship. 

Notwithstanding the fact that the two countries normalized relations in 
1956 and undertook to work toward conclusion of a bilateral peace treaty 
thereafter, they never have been able to reach agreement on such a treaty. 
Because of Soviet opposition, Japan had difficulty gaining admission to the 
United Nations after the Allied occupation ended. Certainly the reason 
for these difficulties is that Japan tries to tie treaty and other matters to 
resolution of the territorial dispute that the Soviet Union does not recog- 
nize.** Indeed, it is basically realization of this that prompted the Soviet 
Union in 1978, during ministerial talks in Moscow between Andrei Gro- 
myko and Sonoda Sunao, to replace the effort to ccnclude a peace treaty 
with one leading to a treaty on “good neighborliness.” For Moscow, the 
import of such a treaty would be that “it would raise Soviet-Japanese rela- 
tions to a new level, contribute to a deepening of mutual trust, open new 
vistas for a reliable development of mutually advantageous links and con- 
tacts in various fields, above all in the field of political relations.”’*° 

Militarily, the northern islands have been fortified by the Soviets consis- 
tent with their nonrecognition of the existence of a territorial dispute with 


23. Kimura Hiroshi, “The Love-Hate Relationship with the Polar Bear,” Japan Quarterly, 
28:1 (March 1981). 

24. V. Krotov, “Following Unseemly Course,” p. 1. 

25. See News Release Communique, No. 78 (11), February 27, 1978. 
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Japan. Soviet military personnel are deployed there.2° Failure to resolve 
the dispute also has affected one of Japan’s most important resources and 
means Of livelihood: fishing. The restrictions imposed by the Soviet Union 
on Japanese fishing in the waters of the disputed northern islands has 
claimed Japanese casualties in both lives and assets on the grounds of “‘ille- 
gal” fishing. According to Nakagawa, 


since the end of the war the Soviets have seized a total of 1,616 Japanese fishing 
vessels and interned 13,257 crew members. Of the vessels 1,001 were returned, 
25 sank due to accidents, and 590 are in Soviet custody at the present time. As 
for the crew members, 37 died while in custody, 13,218 were repatriated and 2 
remain unpatriated.2’ 


Even Japanese traditional practices have been affected. In May 1976, 
Moscow informed Tokyo that Japanese nationals wishing to visit ancestral 
graves on the two isles of the Habomai group and on Shikotan would be 
required to carry passports issued by the Japanese government. The fol- 
lowing September the Soviet Union made it even more difficult by de- 
manding that Japanese visitors get Soviet visas before coming over.7® 
Japan points out that it would have handled the MiG-25 incident of Sep- 
tember 1976 in which Lt. Viktor Belenko defected to Japan in a diplomatic 
manner if there had been no outstanding territorial dispute with Mos- 
cow.2? 

Not unexpectedly, the territorial dispute also has been used to affect the 
disputants’ relations with other countries. This assertion becomes obvious 
when it is considered that the USSR’s position cannot be rationalized in 
terms of interest in real estate per se. If the lands are Japan’s, then Mos- 
cow’s interest in holding on to them is not economic, but rather must be 
political and military. 

From a military and strategic point of view, “the islands allow Soviet 
nuclear-powered missile-carrying submarines to enter the Pacific without 
detection by the U.S. surveillance network. The Soviets wish to avoid any 
move that would leave a hole in the Kuril islands, which stretch north 
from the northern territories to the Kamchatka Peninsula.”°° Other than 
this advantage, they have no other known military value. 


26. Editor’s comments, “The Japanese-Soviet Territorial Dispute,” Japan Echo, 8:3, 1981, 
p. 75. 

27. Nakagawa Toru, “Why the Northern Territories Belong to Japan,” p. 85. 

28. Trends and Topics, “Tokyo-Moscow Ties Tense,” Japan Quarterly, 24:1 (March 
1977), p. 6. 

29. Ibid., p. 7. 

30. Kimura Hiroshi, “Strategy for Regaining the Northern Territories,” p. 89. 
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If for the moment the islands have limited military utility, they have 
almost incalculable value as a “political weapon” since they serve to main- 
tain certain diplomatic leverage on Japan in its relations with allies and 
neighbors, primarily the Peoples Republic of China (PRC) and Japan’s 
closest ally, the United States. 

In an attempt to “force” Japan to maintain an “equidistant” foreign 
policy between the U.S. and the Soviet Union as well as keep it from join- 
ing the U.S. in an anti-Soviet posture, Moscow has tried to link Japan’s 
military relationship with the U.S. and the signing of a peace treaty to the 
territorial issue.?! Consistent with such a stand, Moscow considers the 
Japan-U.S. military alliance as one designed to facilitate an American at- 
tack on the Soviet Union, with Japan as the front line. The Soviets insist 
that Japan has violated the 1951 San Francisco Peacy Treaty, which lim- 
ited Japan to self-defense forces only, by “remiliterizing” in alliance with 
the U.S.32 On the Chinese front, the Soviets have tried to use the territo- 
rial issue to keep in check a possible PRC-Japan alliance directed against 
the USSR. For example, in January 1976, Gromyko went “quickly to To- 
kyo with an offer to return two of the four northern islands in exchange for 
a firm pledge that Japan would not be a party to ar anti-hegemony clause” 
in the treaty with the PRC.*4 

Thus, Moscow has consistently used the bilateral dispute with Japan to 
try to influence multilateral relations in Asia within the objectives of a 
quadrilateral equation involving the Soviet Union, the U.S., Japan, and the 
PRC. As Ha remarks, 


when viewed within the context of the USSR’s regional goals and of several 
major Soviet assumptions about Japan’s economic and political vulnerability 
and the evolving nature of regional relations, the Soviet Union’s policies do ap- 
pear coherent and consonant with the pursuit . . . of countering the growth of 
Peking’s influence, gradually diminishing the United States’ regional role in 
Asia, and establishing the USSR regionally as a superpower in fact as well as in 
name.?4 


In this sense the dispute has best served the Soviet Union’s grandiose inter- 
ests in the larger framework of world balance of pcwer politics, in addition 
to frustrating Japanese aspirations. 


31. Omori Shigeo, “Japan’s Northern Territories,” pp. 22-23; see also Nakagawa Toru, 
“Why the Northern Territories Belong to Japan,” pp. 84-85. 

32. Col. Dmitri Belski, “A Hindrance to Good-Neighbour Relations in the Far East,” 
Novosti (n.d.), pp. 1-2. 

33. Joseph M. Ha, ““Moscow’s Policy Toward Japan,” Problems of Communism, 26:5 (Oc- 
tober 1977), p. 62 (quoting Asahi Shimbun, Tokyo, January 25, 1972) and p. 65. 

34. Ibid., p. 61. 
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Hypothesizing on Possibilities of the 

Resolution of the Dispute in the 

Context of a Bipolar Power System 
Hypothesis 1 The dispute may be resolved in the event that Moscow de- 
cides of its own volition to give up the islands to Japan. 

The prospect for this solution lies in the rationalization that such an 
action would be construed internationally as an act of charity to Japan and 
not that the latter had won them from the Soviet Union. The action need 
not appear to result from any pressure whatsoever by Tokyo on Moscow. 
It must be judged merely as an act of the latter’s goodwill, as Moscow 
already has suggested with respect to two of the four islands. 

This concept of goodwill is important lest the “favor” set a precedent for 
other outstanding land claims against the Soviet Union from such coun- 
tries as Finland, Germany, Poland, Rumania, and China. In this context, 
Japan would have to explicitly and unconditionally recognize Moscow’s 
absolute sovereignty over the territories and thereby accept them as a gift 
with whatever implications such a gift may entail. As pointed out above, 
Moscow can afford to do this since it does not need the islands for eco- 
nomic reasons. 


Hypothesis 2 The dispute may be resolved on the basis of a willing buyer/ 
willing seller. 

Obviously in such a commercial transaction, Japan would be the willing 
buyer and the Soviet Union the willing seller. A most important element 
would be that the deal reflect business rather than political factors as far as 
practicable. The odds against this hypothesis are that in Moscow’s consid- 
eration of international power realities Japan might end up allowing the 
islands to be used for U.S. military or military-related purposes. The im- 
portance of the islands to Soviet foreign policy in “conditioning” Japan’s 
foreign policy in Asia and against the U.S. is likely to enhance Moscow’s 
rigid position of nonrecognition of the dispute. Above all, Japan should 
take cognizance of the fact that-too strong an alliance with a third country, 
especially the U.S. or the PRC, is a liability to Soviet goals as a global 
superpower. In this context, the United States’ apparent support for Japan 
in the dispute, no matter how objective and even if it is made in good faith, 
will be perceived in Moscow as hostile to this objective. An informed Jap- 
anese foreign policy should out of necessity follow some kind of middle 
line in the superpower rivalry, no matter how problematic and constrained 
this path may be as a result of Japan’s special relationship with the U.S. 


Hypothesis 3 The dispute might be resolved through an act of war in 
which the Soviet Union lost to a close ally of Japan, namely the U.S. 
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The prospect here lies in the willingness of the U.S. to allow Japan to 
move into the islands in a manner similar to what it alleges the Soviet 
Union did at the end of World War II. Obviously the whole notion of the 
U.S. going to war to acquire the territories for Japan is more abstract than 
feasible. Japan has neither the means nor the political will to fight for the 
islands at the moment nor in the foreseeable future. It has to be ruled out 
that it can engage in a war with a nuclear superpower given its virtually 
nonexistent military strength. 

Add to this that Japan is not a nuclear power despite the fact that its 
economy and technological capabilities are assets should it decide to go 
nuclear. Since surrender, however, the policy of promoting peace interna- 
tionally to facilitate and maximize economic objectives has consistently 
been its number one priority. Moreover, despite strong American pressure 
on Japan to rearm, public opinion is overwhelmingly against expanding its 
military beyond present levels.*° 

Undoubtedly this attitude is prompted by the fear that a remilitarized 
Japan might again become the menace to its neighbors that it was prior to 
defeat in the Pacific War. The inability of Japan even to contemplate the 
use of force in the northern territories dispute serves as a testimony of 
political, economic, and military vulnerability of a nation whose economic 
power is not matched by a consonant military might. 


Hypothesis 4 The dispute might be resolved if Japan abandoned its claim 
to owning the islands. 

This option would be ill-advised given the emotional attitude of the Jap- 
anese toward the issue. Nonetheless, as a Policy Study Group recom- 
mended in January 1980, “the possibility remains . . . for Japan to shelve 
the question of ownership rights and seek concessions from the Soviets on 
substantive utilization rights (fishing and resource development rights).”’>° 
Indeed, Japan’s postwar economy has “boomec” to a GNP equal or 
greater than that of the USSR and is predicted to surpass that of the U.S. 
by 2000 without possession of the territories.77 


35. See Klaus Pringsheim’s penetrating analysis on the pressure the U.S. government is 
exerting on Japan to increase military expenditure. “U.S. Presses Japan to Share Defence 
Burden,” Sunday Star (Toronto), May 31, 1981. 

36. As quoted by Kimura Hiroshi, “Strategy for Regaining the Northern Territories,” p. 
89. 

37. Kubota Akira, “The Political Influence of the Japanese Higher Civil Service,” Japan 
Quarterly, 28:1 (March 1981), p. 55, fn. 9. 
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Conclusion 
It is unlikely that the dispute will be resolved in terms of how Japan has 
conceived and approached it. The hypotheses suggested above may sound 
implausible, but the aim is to underscore the point that the issue defies easy 
solution and that perhaps the most plausible hypothesis is one that sug- 
gests the issue may never be settled at all. 

If Japan is aware that the Soviet Union is using the dispute as a political 
weapon against it, what is the point of investing so heavily in the affair in 
terms of energy, emotions, and resources? It cannot confess ignorance of 
use of leverages for political ends since it used these against South Korea 
to influence the settlement of the Kim Dae Jung affair by delaying “an 
expected offer of 200 million dollars in Japanese credits for Korea’s eight- 
year economic plan.”?8 The linkage tactic “by which the territorial issue 
is tied to political, economic and other interests,”’>? is disadvantageous to 
Japan. It is in its interest to adopt the Adenauer approach whereby West 
Germany and the Soviet Union in 1955 restored diplomatic relations with- 
out resolving their territorial problems.*° 

Thus Japan should engage immediately in total relations with the Soviet 
Union by concluding a peace treaty and exploiting to maximum advantage 
all economic benefits to be derived from it. Moscow needs Japan’s techno- 
logical know-how, economic might, machinery, capital, and manufactured 
goods to boost the Soviet economy. In return, Tokyo should cooperate in 
assisting Moscow to develop the Asian provinces, the Siberian region, and 
the oil pipeline, and it should import raw materials for Japan’s ever-thriv- 
ing manufacturing industries. This would be consistent with Japan’s goal 
of being the world’s number one economic power. 


38. Klaus Pringsheim, “The Delicate Conditions of Japanese-Korean Relations,” (manu- 
script, Department of Political Science, McMaster University, n.d.), p. 8. 

39. Kimura Hiroshi, “Strategy for Regaining the Northern Territories,” p. 93. 

40. This is advisable in the knowledge that the Soviet Union has only once vacated terri- 
tory it occupied: Austria in 1955, after the other occupying powers and the Austrians guaran- 
teed the country’s status as a neutral republic. 





SINO-NEPAL RELATIONS IN THE 1980s 


Wang Hong-Wei 








Since diplomatic relations between China and Nepal 
were established in 1955, and especially since the beginning of ambassado- 
rial exchanges in 1960, the two countries have developed a good relation- 
ship. Relying on a spirit of mutual understanding and mutual 
accommodation, China and Nepal, through long and friendly negotiations, 
have not only solved their historical problems but have advanced their 
cooperative relations in political, economic, and cultural spheres. Looking 
back over the past twenty-eight years since the first diplomatic exchange 
between the two countries, we can say without hesitation that bilateral 
relations are making great progress in the decade of the eighties. 

Different views of the close and friendly relationship between China and 
Nepal exist. Some scholars have a penchant for a “geopolitical” interpre- 
tation of Nepal’s foreign policy, but this does not encompass the intrinsic 
element of a country’s foreign policy. True, Nepal is a landlocked and 
geographically isolated country. Since external contacts have to go 
through India’s territory, the logic goes, Nepal must be on good terms 
with India. Nepal’s relations with China are regarded purely as balancing 
its relations with India. This view is over-simplified, even superficial. It 
underestimates the deep trust and understanding between the two govern- 
ments and two peoples of China and Nepal, as well as their corresponding 
views On many crucial international issues. 

During his visit to China in July 1982, King Birendra of Nepal spoke of 
“the mutual trust and confidence that exist between our leaders and peo- 
ple. It has withstood the vagaries of time by having remained steady much 
like the mountain that unites us. I am therefore happy to note with satis- 
faction the state of relations existing between our countries.”! When 
Surya Bahadur Thapa, then prime minister of Nepal, received the Na- 
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tional People’s Congress delegation of China in March 1983, he com- 
mented, “‘Sino-Nepalese relations are very good with no problem between 
the two countries.”* These words, coming from the heart, correspond 
with the reality. 

Current international relations are as unpredictable as ever. In spite of 
people’s wishes for a stable world situation, tension resulting from hege- 
monic struggle between the superpowers is rising. The fire of local wars, 
directly or indirectly inflamed by hegemonism, is still spreading. Instances 
of large countries invading small ones and powerful countries invading the 
weak are never lacking. So peace in Asia, indeed in the world, is 
threatened. Today both China and Nepal urgently need sustained interna- 
tional peace for they are facing the difficult tasks of economic construction 
and raising the living standards of their peoples. In an environment where 
basic principles of international intercourse are often violated, China and 
Nepal, in spite of their different social systems, have been able to maintain 
a long term friendship and to consolidate as well as advance bilateral rela- 
tions. This fact certainly has deep political implications. 


A New Period 


China and Nepal are neighbors with a 2,000-year history of traditional 
friendship and contact between their two peoples. In the recent past both 
countries have tasted the bitter fruit of imperialism and colonialism. To- 
day both face the difficult tasks of national construction and the mainte- 
nance of national independence. A common fate and shared views and 
goals facilitate mutual understanding and sympathy, a condition condu- 
cive to creating and developing a good relationship. 

Since diplomatic relations were established in 1955, a move based on the 
Five Principles of Peaceful Coexistence,’ bilateral relations between China 
and Nepal have weathered the stormy international situations and contin- 
uously developed. Now, in the 1980s, the two countries have entered a 
new phase. What factors have led to this new phase and what are its dis- 
tinct features? It seems to me to have the following aspects. 

First, both sides agreed in 1955 that the Five Principles should be the 
basic guidelines for bilateral relations. Actions of both sides indicate this 
promise has been kept. Mutual trust, therefore, has been instilled. Gener- 
ally speaking, a small country is more sensitive than a large one to the 


2. See The Rising Nepal, March 26, 1983. 

3. They are (1) mutual respect for each other’s territorial integrity and sovereignty; 
(2) mutual non-aggression; (3) non-interference in each other’s internal affairs for any reasons 
of economic, political or ideological character; (4) equality and mutual benefit; and (5) peace- 
ful coexistence. 
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question of whether interaction between them really is following the Five 
Principles. Therefore, it is more appropriate and convincing to examine 
Nepal’s comments on the bilateral relations than to cite China’s words. 
Professor Yadu Nath Khanal, a distinguished Nepalese scholar and diplo- 
mai and longtime ambassador to China, exprzssed satisfaction with 
China’s attitude toward Nepal* in an interview in 1982 when he no longer 
was the envoy in Beijing. In light of his experience with China, his com- 
ment is authoritative. 

Second, in 1979 the two countries signed a new protocol on the border 
issue, completing the definition and demarcation of boundaries and thor- 
oughly settling this historical issue. The settlement symbolized the peace- 
ful coexistence and friendship of the countries, and also created a solid 
base and reliable condition for further develpment of all aspects of bilateral 
relations. The border issue was settled “in a spirit of fairness, reasonable- 
ness, mutual understanding and mutual accommodation and through 
friendly consultations.”> From the perspective of current international sit- 
uations, especially in the Middle East and South Asia, it is not difficult to 
realize the importance of solving border issues by following the principle 
here mentioned. 

Third, to protect Nepal’s freedom and independence, King Birendra in 
1975 made the Nepal Zone of Peace proposal, and in 1981 this crucial goal 
was written into Nepal’s constitution. China was the first country to en- 
dorse this proposal, doing so explicitly in May 1976. Since then the Chi- 
nese government has been ready to assume appropriate commitments 
arising from its stand. China reiterated its position on the occasion of 
King Birendra’s visit to China in June 1976, in the U.N. General Assem- 
bly the following October, and in June 1981, when Prime Minister Zhao 
Ziyang visited Nepal. During the 1980s, Nepal will be making efforts to 
realize the goal of the Peace Zone, and it has sufficient reason to expect 
China’s firm backing and close cooperation.® 

Fourth, with the collapse of the Gang of Four and the end of the Cul- 
tural Revolution, China’s national focus shifted to economic construction 
and the opening of doors to the outside world. The third plenum of the 
Chinese Communist Party Central Committee in 1978 was a great histori- 
cal turning point. Since 1980 China has greatly strengthened its coopera- 
tion and intercourse with the Third World, especially its neighbors. Vice 


4. Agence France Presse, Kathmandu, September 26, 1982. “An Envoy’s Reminiscences 
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Premier Deng Xiaoping went to Nepal in 1978, and in 1981 Premier Zhao 
Ziyang paid a visit, the first of a Chinese premier since the Zhou Enlai visit 
in 1960. 

Fifth, given the international situation prevailing since the mid-1970s, 
Nepal further recognized its true interests and its true friend, particularly 
after the Soviet military intervention in Afghanistan and Vietnam’s Soviet- 
supported invasion of Cambodia, and world opinion of these events. Both 
Nepal and China have consistently condemned these actions and insisted 
that both the USSR and Vietnam withdraw their troops unconditionally. 
This struggle is a task for the international community as well as for China 
and Nepal in the 1980s. It requires cooperation between the two countries 
and with others in order to promote justice and peace in Asia and the 
world. As King Birendra points out, “There is a need for global realiza- 
tion and a unity among the Third World,”?” and “Nepal and China should 
keep close relations.”*® The visits by Premier Zhao and King Birendra pro- 
vided chances for the two leaderships to exchange views on international 
issues of concern to both sides, exchanges that definitely will promote mu- 
tual understanding and friendship in this decade. 


Creating New Frontiers of Economic and 

Technical Cooperation 
The new era of bilateral relations is also manifested in economic coopera- 
tion. “At present many third world countries in Asia, Africa and Latin 
America have entered the new historical stage of consolidating their polit- 
ical independence through expanding their national economies.”? Both 
China and Nepal are Third World countries, facing, in different degrees, 
this historical mission. They are faced with the very practical matter of 
opening a new frontier based on “equality and mutual benefit, stress on 
practical results, diversity and common progress,” and of expanding and 
enhancing economic cooperation. If all works out well, the development 
of the national economies of the two countries will be promoted, and a 
contribution will be made to South-South cooperation. 

In the past bilateral economic cooperation took the form of Chinese eco- 
nomic aid to Nepal, mainly a number of engineering projects in Nepal 
undertaken by technicians and workers of both countries. China’s aid, 
while modest, was given out of sincerity to assist Nepal in developing its 
national economy and did not attach political conditions. Chinese aid per- 


7. The Rising Nepal, July 28, 1982. 
8. People’s Daily, March 28, 1982. 
9. People’s Daily, June 24, 1983. 


516 ASIAN SURVEY, VOL. XXY, NO. 5, MAY 1985 


sonnel did not demand special treatment but fully devoted themselves to 
the projects and treated Nepalese workers as equals and friends, leaving 
good impressions in the minds of the Nepalese people. Every single pro- 
ject thus represents a symbol of friendship between the two countries. 

For more than 20 years, China has assisted Nepal in some 20 construc- 
tion projects including roads, power stations, and various kinds of facto- 
ries, contributing to Nepal’s national economy. But as its economy 
develops, Nepal’s requests for foreign aid, as formulated in its economic 
plans, have been increasing rapidly. This tendency is clearly indicated in 
the foreign aid it received in the late 1970s (see Table 1). The table shows 
that the foreign aid inflow more than doubled in five years, but that 
China’s aid actually decreased in the latter half of the period. Nepal’s 
leaders, as evidenced by their public comments, Have been extremely un- 
derstanding of this, realizing that China is a developing country itself, just 
coming out of the 10-year disaster of the Cultural Revolution and unable 
to provide large assistance sums. 


TABLE } Total Foreign Aid and Chinese Foreign Aid to Nepal, 1975-1980 (in 
millions of rupees) 


1975/76 1976/77 = 1977/78 1978/79 1979/80 


Total foreign aid 359.7 392.6 466.6 599.3 805.6 
(excluding loans) 
Aid from China 49.6 105.9 76.2 40.3 35.9 


SOURCE: Nepal, Ministry of Finance, The 1980-81 Economic Overview. 


Although in general China cannot satisfy Nepal’s increasing requests, 
China’s aid level since 1980 has been at par with or even slightly above the 
average amount of aid to Nepal in the latter half cf the 1970s. Two pieces 
of evidence support this: (1) As estimated by the Nepal Ministry of Fi- 
nance, Chinese aid to Nepal in 1980-81 was 56.5 million rupees,!° lower 
than in 1977-78 but 50% higher than in 1979-80; and (2) a protocol was 
signed on June 25, 1982, for Chinese aid in road and bridge repair, at 
Nepal’s request, even though China was in a budget deficit. Work com- 
menced in April 1983 on the Bahrabise-Kodari section covering 26.7 kilo- 
meters of the Kathmandu-Kodari (Arniko) road which China helped 
construct in 1967.!! It also agreed to rebuild the Sino-Nepali Friendship 
Bridge on the border which, along with the road, had been undermined by 
erosion in a July 1981 flood. 


10. See the 1980-8] Economic Overview, Ministry of Finance, His Majesty’s Government, 
Nepal, Table 5.8. 
ll. The Rising Nepal, April 8, 1983. 
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Other engineering and construction projects in China’s assistance pro- 
gram for Nepal were started or completed in the early 1980s. The 61-km 
Gorkha-Narayanghat road, with 22 bridges and more than 300 culverts, 
was started in March 1978 and completed in November 1981, four months 
ahead of schedule. The Pokhara hydropower and irrigation project, in- 
cluding a dam, a 1500 kw generator, and an irrigation system covering 750 
hectares, was begun in November 1981. China also is prepared to build a 
medium size paper mill, a sugar refinery with a capacity of 1000 tons of 
sugarcane a day and a yearly yield of 10,000 tons of sugar, and an ethyl 
alcohol factory. These projects do not amount to too much, but they 
demonstrate the Chinese people’s sincerity toward the Nepalese people. 

Are there more effective ways of pursuing economic cooperation be- 
tween the two countries? This is the question that our two peoples and 
governments should be concerned with. King Birendra, during his visit to 
China in 1982, said “the people of Nepal hope for the building of new 
areas of economic cooperation which will be of mutual benefit to both our 
peoples.”'!* And Vice Chairman Ngapoi Ngawang Jigme of the National 
People’s Congress Standing Committee said during his delegation’s visit to 
Nepal the following year that the two peoples “will make common efforts 
to create a new frontier for friendly cooperation and to consolidate and 
strengthen Sino-Nepali friendship.”!> As a result, new forms of economic 
cooperation appeared. 

On April 12, 1983, work on the Sunsari-Morang irrigation project, lo- 
cated in two districts in southeast Nepal and contracted to China, was 
begun. The main components of the project involve repairs to the present 
irrigation system that supplies 11,200 hectares, and certain other recon- 
structions. The schedule called for completion in three years at a cost of 
US $14.5 million funded through a loan from the World Bank. The Sun- 
sari-Morang project was China’s first large engineering undertaking in Ne- 
pal and indicated that diversified economic and technical cooperation 
between the two countries had entered a new stage. 

In addition to the above, China has also promised long term credit to 
finance Nepal’s purchase of Chinese commodities and products for the 
purpose of national construction. Since both China and Nepal are devel- 
oping countries and can learn from each other, economic cooperation be- 
tween them will broaden as time goes on. 


12. The Rising Nepal, July 28, 1982. 
13. People’s Daily, March 26, 1983. 


518 ASIAN SURVEY, VOL. XXV, NO. 5, MAY 1985 


Developing Bilateral Trade 

Bilateral trade between China and Nepal has been growing since 1955. 
According to Nepal’s Trade Promotion Center, the volume increased from 
4 million rupees in 1956-57 to 84.93 million rupees in 1976-77, and it con- 
tinues to grow in the 1980s. According to a New China News Agency 
report of November 23, 1981, total bilateral trade amounted to US $10 
million in 1980, close to twice the 1979 total of US $5.8 million. Chief 
export items from Nepal are sheepskins, hides, linseed, herbal medicine, 
jute, and cigarettes. China’s export products are mainly textiles, construc- 
tion materials, steel and steel products, airplane spare parts, medical 
equipment, chemical engineering products, machinery, automobile spare 
parts, asphalt felt, and cement. 

To further strengthen trade and commerce between the two countries, 
trade delegations have been continuously exchanged since 1980. In May 
1980 a delegation of the Nepal Chamber of Commerce and Industry vis- 
ited China and in September 1980 the Tibetan Foreign Trade Survey Team 
of China went to Nepal; in 1981 a Chinese trade delegation led by Cheng 
Yishan, deputy minister of Foreign Trade, was in Nepal; in November 
1982 Bataram Gartimagar, minister of Industry, Commerce and Supplies 
of Nepal, visited China. These trips promote trade and strengthen links. 

Nepal and China signed a new agreement for trade payments on No- 
vember 22, 1981, that provided for bilateral transactions in any foreign 
exchange instead of in British sterling only. Since Nepal’s exchange sys- 
tem is pegged to U.S. dollars and the value of sterling and other foreign 
currencies fluctuate depending on the international market, trade based on 
sterling alone worked to Nepal’s disadvantage in imports. The new prac- 
tice streamlined and facilitated the trade process. 

It should be pointed out that bilateral trade in the 1950s and 1960s was 
mainly between Nepal and the Tibet region of China. Even in the 1970s, 
with the development of seaborne trade between the two countries, Nepal- 
Tibetan trade still constituted a considerable portion of the total. The Ti- 
bet region adjoins Nepal, and the peoples of the two countries, especially 
those in the border areas, have interacted and traded for thousands of 
years. Each side is an indispensable part of the other’s economic life. 
Government efforts on both sides have brought trade between Nepal and 
the Tibet region into a new phase in the 1980s. In September 1980 a Chi- 
nese Foreign Trade Survey Team, led by PuChung, chief of the Foreign 
Trade Bureau of the Tibet Autonomous Region, went to Nepal for two 
weeks and discovered bright prospects for trade between Nepal and the 
Tibet region. Nepal now can import raw wool, woolen items, hides, sheep, 
goats, and daily necessities while the Tibet region can purchase corn, flour, 
grains, jute, and jute products. Since there are no statistics available, we 
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can only cite sheep trade as an example: according to an NCNA report of 
September 3, 1980, Nepal imported 15,000 live sheep from Tibet in 1980 
for the Dushera festival; in 1979 the number was only 9000. 

To facilitate border trade, Chinese authorities have built up the border 
town of Zhangmu. Sixteen years ago this place was only a village of some 
30 households. Today it is a sizeable and prosperous city with banks, hos- 
pitals, post and telegraph offices, office buildings and new housing blocks. 
A new four-story hotel has been built, accommodating numerous traveling 
merchants, tourists, scholars, and hikers. With improving conditions—for 
example, reconstruction of the Sino-Nepali Friendship Bridge and repair 
of the Kathmandu-Kodari road, trade through this area will certainly in- 
crease. /4 


Developing Cultural Exchange 

Friendly cultural exchange between the two countries is another character- 
istic of bilateral relations in the 1980s. There are frequent visits in both 
directions by unofficial people’s delegations and cultural and friendship 
groups. Chinese visitors have included delegations from the Chinese Peo- 
ple’s Association For Friendship With Foreign Countries and from the 
Tibet Autonomous Region. There have been visits by journalists, youth 
groups, cultural arts representatives, literary writers, swimming coaches, 
and soccer, badminton, and acrobatic teams. Visitors from Nepal have 
been from youth, journalist, and mountain hiking groups, and badminton 
and soccer teams have traveled to China. These activities enhance mutual 
understanding between the two peoples and promote traditional friend- 
ship. Exchanges of students also are increasing. 


Conclusion 
As mentioned above, a common historical fate, feelings, and ways of think- 
ing as well as the same goals make it easy for China and Nepal to generate 
sympathy toward and promote understanding of each other. To some peo- 
ple, these are empty words. To the peoples of China and Nepal, these 
words are rich and have content, something that can be understood only 
by people in similar situations. However, not every one has a positive atti- 
tude toward the expectation that is commonly shared by the Chinese and 
Nepalese. It is easier for people to understand Nepal’s quest for interna- 


14. According to NCNA report on November 24, 1981, trade through this area in 1979 
was 70 times more than that in 1966. Today there are about 20 to 30 thousand travel entries 
annually through this city. In the past few years, scholars, hikers, and tourists from more 
than 20 countries have visited the area. 
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tional peace because of its situation between China and India. But some 
are suspicious of China’s intention. This phenomenon is not really pecu- 
liar, given that the imperialists since 1949 have been depicting China in a 
negative light and spreading rumors about so-called Chinese expansion 
and invasion. The impact of this still lingers. People influenced by these 
rumors naturally have all kinds of suspicions because they do not under- 
stand China. Without dwelling on the subject, I simply hope to make two 
points: (1) Expansionism and invasion are not in accord with the basic 
principles of Marxism-Leninism. Following Marxism-Leninism and the 
Thought of Mao Zedong as guides for action, and with the Five Principles 
written into its constitution,'> how could China engage in invasion and 
expansion? (2) Revolution cannot be exported. Communism is impossible 
unless a country or people is willing to voluntarily accept and is deter- 
mined to struggle for its actualization. Otherwise, it would be throwing 
straws against the wind. 

Stephen FitzGerald, former Australian ambassador to China and a well- 
known scholar, has written, “Most of the governments having important 
relations with China do not really understand Chinese; they do not under- 
stand the motivations behind their behavior.” He studied and analyzed 
China’s three world theory and concluded, “We could have agreed much 
earlier that the Chinese are not aggressive, nor expansive, and will not 
export Chinese communism arbitrarily.” 16 

The development of friendly China-Nepal relations is not an expediency, 
but based on firm foundations. On June 6, 1983, Premier Zhao, reporting 
on government affairs to the first meeting of the Sixth People’s Congress, 
said, “Our socialist modernization requires a peaceful international envi- 
ronment. The preservation of peace is the commen desire of China and 
the rest of the world. . . we also note with satisfaction that our traditional 
friendship and cooperation with ... Nepal ... is being constantly 
strengthened.”!” In conjunction with King Birendra’s comments expres- 
sing satisfaction with the state of China-Nepal relations, one can see an 
enviable prospect for relations between the two neighboring countries in 
the remainder of the 1980s. 


15. PRC Constitution, main article, p. 8 (People’s Publication, 1982). 

16. S. FitzGerald, China and the World (Center for Chinese Studies, and Australian Na- 
tional University Press, 1977), pp. 1, 18. 

17. People’s Daily, June 24, 1983. 
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Since early 1980, the Socialist Republic of Vietnam 
(SRV) and the Vietnamese Communist Party (VCP) have devoted consid- 
erable energy to developing instruments through which they could exert 
influence and authority over private commerce. These efforts are due 
largely to the regime’s uncertainty over the possible revival of the Overseas 
Chinese (Hoa Kieu) role in commerce and distribution. 

The expropriation of Ho Chi Minh City businesses during 1978 was fol- 
lowed by a period of reformist economic policies and then in late 1980 by a 
supplementary round of controls involving registration for industrial and 
commercial enterprises in the City and the southern provinces. Hanoi, 
having initiated reformist policies in 1979, sought to assess profit and facil- 
itate the collection of taxes from reviving commerce, much of which was in 
Chinese hands. It referred to these measures collectively in the same terms 
as in 1978—attempts to insure continuity of the socialist transformation of 
commerce. l 

Throughout late 1980 and most of 1981, the SRV sustained a campaign 
against violations of socialist economic principles that urged vigilance 
against lax management, illegal sale and distribution of scarce commodi- 
ties, and bribery. Though the Overseas Chinese rarely were singled out by 
name in this campaign, the categories of economic activities found in viola- 
tion of state regulations were those in which the Chinese still had some 
influence or interest, for example, construction materials and the gold 
trade. 

At the same time, the reformist economic policies continued to be con- 
solidated by the regime through 1982. Early that year the Council of Min- 
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isters devolved considerable power to lower echelon economic planning 
levels and granted marketing power and financial independence to certain 
enterprises. In this context, by late 1982, certain SRV government officials 
were willing to acknowledge that the Overseas Chinese had a central and 
perhaps indispensable role to play in rebuilding the Vietnamese economy. 

During the last quarter of 1982, Hanoi began to speak about certain 
deviations and irregularities in the process of economic recovery, and 
charged that the leeway allowed entrepreneurs by the reforms of 1979-82 
was being exploited by individuals for personal profit. In December 1982 a 
new initiative to restore socialist order was set in motion, and authoritative 
editorials endorsed efforts to “shift capitalist traders to production” once 
again. The regime began to monitor more carefully the experiments in 
private commerce, and to direct special attention toward the marketing 
activities of the Overseas Chinese semiautonomous import-export compa- 
nies that had been established in 1982. 


The Overseas Chinese Population 
After 1979 


The years 1978-79 saw the large scale expulsion of Chinese from Vietnam. 
Statistics through 1983 that would help assess the remaining Chinese pop- 
ulation are not available, but in 1981 a Vietnamese Army publication that 
listed the various minority groups (dan toc) in Vietnam, noted that a mil- 
lion Hoa people still resided in Vietnam, primarily in Quang Ninh and Ha 
Bac provinces and in Ho Chi Minh City. In a late September 1982 cere- 
mony marking the 37th anniversary of the Ho Cni Minh Uprising against 
the French, Nguyen Van Linh, chairman of the City’s Party Committee, 
stated that approximately 500,000 Chinese still lived in Cholon, the section 
of Ho Chi Minh City largely occupied by Chinese. A November 1982 
article appearing in a theoretical journal attacked “enemies” in the South 
who opposed socialism and included the 480,000 Overseas Chinese who 
remained in Ho Chi Minh City (14.7% of the city’s total population) 
among the groups that sought to destroy the economy. ! 

Chinese continued to reside in Vietnam in significant numbers in 1978 
and 1979 because some families simply could not afford the prohibitive 
bribes for Public Security Bureau (PSB) personnel that were a part of the 
departure process. Others preferred to wait for the opportunity to leave 
via the Orderly Departure Program. Those people were convinced of Ha- 
noi’s desire to rid the SRV of its ethnic burdens and felt confident that they 


1. Van Nghe Quan Doi, 1981; Hong Kong AFP in English, October 7, 1982; William 
Branigan, “Resistance in South Frustrates Vietnam,” Washington Post, Janvary 3, 1983, pp. 
Al, A20; Tap Chi Quan Doi Nhan Dan, November 1982. 
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could avoid the uncertainty of boat escape by registering for the tedious 
process of formal and legal exit. 

There is some question about the extent to which the Overseas Chinese 
social and economic structures were disrupted by the events of 1978 and 
1979. Undoubtedly, the majority of Chinese families in the largest Hoa 
settlements were affected by the expulsion. Many prominent Hoa busi- 
nessmen and former politicians who did not leave Vietnam in 1978-79 
were dispatched to New Economic Zones. Businesses were ruined and 
schools closed. Chinese homes were looted continuously in 1979-80 by 
vandals who entered Hoa households, which had already been reduced to 
shambles by PSB officials, and demanded some piece of property or a piece 
of gold. According to refugee accounts, bands of thieves dismantled what 
remained of the houses, removing all furniture, eventually gutting the 
homes to their frames. The Chinese remained targets through at least late 
1980, prompting the Hoa refugees who had come to the United States be- 
tween 1975 and 1978 to draw the conclusion that the Party-orchestrated 
anti-Chinese campaign continued at full force. 

Yet, Overseas Chinese communities in Thanh Hoa and Quang Ninh 
provinces and in Ho Chi Minh City, for example, did survive. Minor and 
scattered commercial activity, built on the ruins of past Hoa businesses, 
was gradually and fitfully revived, albeit in severely different form from the 
unfettered Chinese commerce of pre-1975.* Local Overseas Chinese mass 
organizations were mentioned in the Communist media in late 1981, and 
Hoa were acknowledged to have participated in local electoral contests in 
1981-82. Overseas Chinese began to take part in increasingly large scale 
commercial activities and in organized economic reform experiments spon- 
sored by the regime. 


The Hoa and the New Economic Policies, 
1979-82 


The fortunes of the Overseas Chinese who remained in Vietnam for one 
reason or another after 1979 were closely tied up with the regime’s plans 
for the faltering economy. Vietnam’s economic turn for the worse cer- 
tainly began with the 1978 Campaign to Transform Private Industry and 
Commerce (TPIAC). The consequences of this and related policies were 
costly as skyrocketing prices and inflation devastated what remained of 
market stability after the dismantling of the Chinese businesses. The weak 
instruments that did exist for organizing the economy began to break 


2. David Watts, “The New Vietnam Battle for Hearts and Minds,” London Times, Octo- 
ber 6, 1982. 
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down.? Machinery shortages and an insufficient aumber of capable mana- 
gerial cadres complicated economic performance. These problems were 
reported in the Vietnamese media continuously through 1978 and 1979, 
and by mid-1979 the press began to report low crop yields and “un- 
stabilized production.” From early 1978 through late 1979, parallel with 
the major steps taken to restructure domestic trade and commerce, policy 
spokesmen began to reexamine the basic principles of the regime’s mod- 
ernization schemes and reconsider central concepis of socialist transforma- 
tion and construction. In early 1978, for example, then Central 
Committee member Nguyen Duy Trinh argued that the meaning and ap- 
plications of the “relationship between transformation and construction” 
tended to be conceived in a rather mechanistic and simplistic way. Simi- 
larly, Do Muoi, the regime’s leading economics manager, maintained that 
contrary to fairly widespread convictions, transformation did not “merely 
consist of eliminating old production relations, even though this was essen- 
tial and necessary for the socialist revolution.” Essentially, Hanoi was 
beginning to acknowledge the rudimentary state of its understanding of 
economics and to cast about for a new formula for success. An early Au- 
gust 1979 Nhan Dan editorial lamented that the Socialist Republic was 
still unfamiliar with the laws of organizing large scale socialist production 
and businesses, and that the leadership had “not -eally grasped the evolu- 
tionary laws of socialist economy in order to correctly and flexibly apply 
them to the specific stages of each development of the revolution.” These 
concerns became axiomatic in 1979.4 

As the SRV economy took increasingly sharp turns for the worse, 
through late 1978 and early 1979 the regime was forced to search for alter- 
natives of last resort. Hanoi had to step back from its commitment to 
building “large scale socialist industry” in a hurry, to modify the pace of 
agricultural collectivization, and to seriously revise the “movement to 
build new economic zones.” The revised economic guidelines that 
emerged from a year-long discussion of priorities and strategies were sys- 
tematically articulated in Resolution Six of the September 1979 VCP Sixth 
Plenum and encoded thereafter in numerous state directives. These 
retrenchment policies included (1) a quota and contract system for pro- 
duction collectives and individuals in agricultura: cooperatives; (2) read- 
justment of purchase prices for agricultural products; (3) a broader 


3. David Elliott, “Institutional Development in a Time of Crisis,” Southeast Asian Affairs, 
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application of the piecework and bonus systems of incentives; (4) a general 
broadening of the autonomy of factories; and (5) the extension of auton- 
omy to local import-export companies, many of which were run by Over- 
seas Chinese.’ 

As private commercial activity, recapitalization, and profit making were 
allowed, under close regime supervision and control, Chinese networks of 
business and commerce began to revive. They apparently thrived in the 
vortex of economic uncertainty. The slow but sure recovery of certain as- 
pects of the Overseas Chinese economic networks and marketing and dis- 
tribution systems was a result of the irrepressible organizing abilities of the 
Chinese; the durable and persistent family, clan, and business relationships 
between Hoa in Vietnam and Overseas Chinese in Singapore, Hong Kong, 
and Indonesia; the Hoa social habits of commercial initiative and inven- 
tiveness; and the cultural instinct for survival. 

Private markets and distribution systems seem to have reemerged rap- 
idly in 1980 and to have developed in such a way that they remained virtu- 
ally outside of the control of the state commercial apparatus in early and 
midyear. In part, this was a consequence of the influence of Resolution 
Six, which encouraged Overseas Chinese and Vietnamese manufacturers 
and businessmen to return to commercial and industrial pursuits, promis- 
ing state investment in private enterprise. The September 1979 Plenum 
authorized provincial level state banks to lend money to local capitalists. 
State-owned corporations were allowed to retain up to 15% of earned in- 
come for reinvestment in subsidiary concerns or construction ventures. It 
is likely that the Chinese, long powerful in at least some of the markets 
over which the regime seems to have had little control (such as the manu- 
facture and distribution of pharmaceuticals, grain processing, the sale of 
fertilizer, and speculation in foreign currencies), were involved in the rein- 
vigoration of this private trade and manufacturing. Moreover, it seems 
probable that the SRV regime, at first perhaps confident that the loosened 
strictures on private investment and trade would not result in anything the 
government could not control, was surprised at the resurgence of Overseas 
Chinese economic activity. . 

The SRV leadership was extremely tentative in its relations with the 
post-1980 Overseas Chinese population in Vietnam, exercising circumspec- 
tion in public statements regarding the revival of Chinese commercial ac- 
tivities. During 1980-82, there seems to have been a complex and 
probably not fully articulated attitude of the party and the state toward the 


5. Nguyen Huu Dong, “6e Plenum: Adaptations Conjoncturelles ou Réformes Durables? 
Essai sur la Politique Economique du Socialisme,” Vietnamienne, 1980, pp. 41-60; Douglas 
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Overseas Chinese that was expressed as a feeling or suspicion that the Hoa, 
always irrepressible, could spring back against Vietnamese society in a mo- 
ment’s time. Essentially, the SRV leadership seems to have felt both a 
need to exert continued control over the Hoa and a need to continually 
symbolize and rearticulate the regime’s victory over the Hoa. Those needs 
were given expression through the reestablishment of market control 
mechanisms during 1980-82, the passage and attempted implementation 
of restrictions on unfettered private capitalism, the organization of mass 
campaigns against the alleged excesses and corrupting social consequences 
of uncontrolled commercial activity, and in official statements to the inter- 
national community about the destabilizing force represented by the peo- 
ple of Chinese descent in Southeast Asia.® 

The SRV government spent a good part of 1980 and 1981 redesigning 
the instruments through which it exerted influence and authority over pri- 
vate commerce, and legislating control over private capitalism, perhaps in 
large part because of the regime’s ambivalence toward the reemergence of 
private enterprise and its trepidation concerning the rebuilding of the Hoa 
role in commerce and distribution. Toward the end of September 1980, 
the government initiated a “supplementary phase of registration” of indus- 
trial and commercial enterprises in Ho Chi Minh City and the southern 
provinces. Administered by local and provincial business registration 
committees, the campaign sought to institute a means of assessing profit in 
collective and private businesses and streamlining tax collection. During 
November—December 1980, Hanoi issued several official lists limiting 
products authorized for sale by private business. By early January 1981, 
Hanoi had made plans for establishing municipal market management 
committees, which were to draw leadership from People’s Committees and 
mass organizations, and would have authority to monitor local businesses, 
issue commercial permits, and organize “exchange locations,” among 
other things. Ho Chi Minh City established its own market management 
committee in mid-1981.7 

Throughout late 1980 and most of 1981, the SRV sustained a campaign 
against violation of socialist economic principles that urged vigilance 
against lax management, illegal sale and distribution of scarce or contra- 
band merchandise, and bribery. In mid-1981, the campaign targets were 
broadened to include corruption, speculation and counterfeiting, actions 


6. Hanoi Moi, December 6, 1980, pp. 2, 3; interview with Professor Dinh Gia Khanh of 
the SRV Institute of Social Sciences, Chicago, Illinois, April 1982. 

7. Nhan Dan, September 30, 1980, p. 2; October 14, 1980, p. 2; October 27, 1980, pp. 2, 3; 
Hanoi Moi, December 6, 1980, p. 3, and January 10, 1980, p. 3; Hanoi Radio, June 5, 1981, p. 
3. 
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damaging to the state’s monetary policy, and the self-aggrandizement of 
individual state and party officials. Beginning in March 1981, the press 
and radio began to carry criticisms of the decline of state control over the 
market, the unraveling of state enterprises, and the need for control over 
private commercial activities. Early and mid-1981 decisions issued by the 
Council of Ministers attempted to restore state control over commerce by 
mandating (1) prompt delivery of products and the accounting for reve- 
nue, (2) compliance with the rules of state price management, and (3) the 
limitation of the ways in which goods produced beyond the state plan 
could be utilized by producers.® 

Though the Overseas Chinese were rarely singled out by name in these 
campaigns and policies, the categories of economic activities consistently 
referred to by the Communists as those in which the worst offenses against 
state regulations and policies were committed were those over which the 
Chinese retained some influence or interest. These included the gold trade, 
speculation in foreign currencies, medicine, monosodium glutamate, and 
construction materials, areas in which Hoa continued to be active in spite 
of sustained regime efforts to crack their hold on those markets.? More- 
over, the terms of denunciation that were applied to businessmen accused 
of inappropriate and illegal marketing or pricing practices in 1980-1982 
were the same as those used in 1978-79 to set the Hoa apart from other 
economic actors—“kingpins” and “bourgeois elements,” for example.!® 


Regime Attitudes and Positions Toward 

the Overseas Chinese 
Through at least mid-1981, the question of the Chinese in Vietnam re- 
ceived rather uneven, sporadic, and cryptic treatment in the media and in 
public statements by SRV officials. Apparently Hanoi had not yet worked 
out a political line on the remaining Hoa population and was troubled by 
and uncomfortable with their continued economic influence. SRV officials 
acknowledged that Chinese continued to live in settlements throughout 
Vietnam and to work in unspecified “handicraft” sectors,'! but they were 
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less than forthcoming on details concerning regime policy, the quality of 
life for the Chinese, political attitudes within the remaining Hoa popula- 
tion, and the participation of Hoa in political organizations. From late 
1980 to early 1982, SRV references to the Overseas Chinese underscored 
the thoroughgoing victory of the socialist regime over the long economic 
stranglehold of the Hoa. In early September 1981, for example, Le Quang 
Chanh, then vice chairman of the Ho Chi Minh City People’s Committee, 
told a visiting scholar that the importance of the events of 1978-79 was 
that the SRV broke the Chinese monopoly over the rice trade. Chanh 
stated unequivocally that there were no Chinese in northern Vietnam. In 
mid-1981, foreign journalists observed that the minority populations 
(Catholics and Cao Dai) and former educators ard businessmen, as well as 
Overseas Chinese, were considered as nothing more than disruptive ele- 
ments and “unfit people” with reactionary pasts.‘ The ethnic Vietnamese 
population may have also seen the Chinese who continued to live in and 
around Cholon as a defeated population living in a kind of suspended ani- 
mation.!? Throughout 1981-82, the SRV press carried descriptions of de- 
moralized remnant networks of Hoa speculators and black marketeers 
who were under constant pressure from the Puklic Security organs, were 
unsuccessful at concealing illegal marketing activities, and were frequently 
caught, tried, and punished for economic crimes against the state. !4 

The Overseas Chinese question figured in SRY anti-China propaganda 
throughout 1980-82. At first, Vietnamese media described efforts of the 
People’s Republic of China (PRC) to employ and organize the Hoa in 
Vietnam to undermine the country. In an important Nhan Dan article in 
November 1980, Thu Huong wrote: 


In the south, we have basically eliminated the capitalist economy and the bour- 
geoisie. The southern bourgeoisie, whose main force consisted of Chinese-born 
bourgeois compradors, was a well-organized and experienced force which had 
many forms both in our country and abroad and was an important part of world 
capitalism, mainly of the capitalism represented ty the Overseas Chinese in 
Southeast Asia. If we do not eliminate it along with capitalist production rela- 
tions, we cannot consolidate the dictatorship of the proletariat, cannot carry out 


12. “Sozialismus, Korruption, Schwarzmarkt und Flüchtling,” Neue Zuercher Zeitung 
(Zurich), June 14-15, 1981. 

13. Jacques de Barrin reported that in Saigon a popular riddle asked, “Why did the United 
Nations High Commissioner for Refugees install his office 20 kilometers frem the center of 
the city?” The answer: “Because he anticipated 20 kilometer-long waiting lines.” Le Monde, 
March 17, 1981, pp. 1, 5. 

14. Quan Doi Nhan Dan, April 25, 1982, p. 2; Hanoi Moi, June 23, 1982, p. 2; Nhan Dan, 
September 23, 1982, p. 2. 
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socialist transformation in agriculture and handicraft and cannot reorganize our 
social production in line with large scale socialist production. 15 


The theme of China’s use of the Hoa in Vietnam to ruin the SRV econ- 
omy and interfere in plans to socialize private industry and commerce con- 
tinued through early 1981. Newspapers carried details of how Overseas 
Chinese were recruited by PRC agents for espionage tasks and infiltration 
of local militia and mass organizations. Then the SRV broadened the 
scope of its accusations with public statements by key officials and media 
references to Chinese hegemonic plans and regional aspirations, including 
statements on PRC use of Overseas Chinese to disrupt the political and 
economic stability of all Southeast Asia. The Chinese regime, according to 
Hanoi, was guilty of training “emigre reactionaries” in Thailand and on 
Hainan Island, and of forming an “underground army of Chinese” to fo- 
ment rebellions in Indonesia, Malaysia, Thailand, and Vietnam, and to 
commit economic sabotage in coordination with political disruption in or- 
der to incite rebellions. !® 

During July and August 1981, radio broadcasts, party resolutions, and 
newspaper articles carried particularly severe denunciations and descrip- 
tions of PRC efforts to target the stability of ASEAN. Singapore and 
Bangkok, according to these statements, had been singled out by the PRC 
for a special assault using, in Singapore, “rich bourgeois Chinese” and, in 
Thailand, PRC-backed Maoist parties to eat away at the economies and 
political institutions of those countries. Nhan Dan carried articles that 
accused the PRC of using Lao, Kampuchean, and Vietnamese refugees, in 
addition to the Overseas Chinese, to destabilize the region. This propa- 
ganda was quite probably a part of the SRV strategy to discredit the re- 
gional leadership of Singapore and Thailand in their effort to compel a 
withdrawal of Vietnamese forces from Kampuchea; to separate Indonesia 
and Malaysia, countries with substantial and economically powerful Chi- 
nese populations, from the rest of the ASEAN states by playing on the 
fears in Jakarta and Kuala Lumpur of the consequences of siding with 
Beijing on the question of Kampuchea’s future; and to discourage the Phil- 
ippines from taking a stronger role in the debate over the future of 
Kampuchea. These themes continued to show up with some regularity in 
media discussions of the Chinese “‘multifaceted war of sabotage” in South- 
east Asia through December 1982.17 


15. Hanoi Radio, November 1, 2, and 3, 1980. 

16. Quan Doi Nhan Dan, January 12, 1981, p. 2; Tap Chi Quan Doi Nhan Dan, No. 2, 
February 1981, pp. 50-55. 

17. Tap Chi Cong San, June 1981, pp. 20-34; Tap Chi Quan Doi Nhan Dan, November 
1982; Hanoi Radio, July 9, 1981, and December 14, 1982; Colin Campbell, “Vietnamese 
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The Eternal Return: The Economic 

Resurgence of the Ovarseas Chinese 

in Vietnam 
The reality of the situation was quite different from that portrayed by SRV 
propaganda, which underscored the thoroughgoing victory of the socialist 
regime over the Hoa. The Overseas Chinese monopoly over key markets, 
including rice, had been broken but private Hoa businessmen continued to 
operate, and in some cases thrive. One reason for this was that sometime 
in late 1980—-early 1981, as the SRV economy continued to falter, the re- 
gime seems to have accepted in some halfhearted way the need for free 
markets. The recognition of this need resulted in further reduction of op- 
erating strictures on commerce and a further revival of the Overseas Chi- 
nese role in enterprise in southern Vietnam. In January 1981 the Council 
of Ministers issued Decisions 25-CP and 26-CO that “continued develop- 
ment of initiatives in production and business and financial autonomy of 
state-run enterprises.” The decisions (1) established a system of contrac- 
tual quotas, piecework, and bonus payment in state-controlled production 
and private enterprises; (2) established, and implemented through supple- 
mentary decisions in February 1981, a new pricing system for state-run 
enterprises; (3) broadened individual enterprise and allowed greater scope 
for business initiative; and (4) increased financial autonomy for select en- 
terprises. 

Enterprises were given the latitude to manufacture beyond plan quotas 
and to dispose of surplus production according to decisions taken by enter- 
prise management. In official terms, Decision 25-CP sought to enhance 
“the sense of responsibility and the power of the director of the enter- 
prise.” As long as they adhered to the State Plan, directors were empow- 
ered to make decisions based on their own calculations concerning the use 
of equipment, funds, and manpower without having to consult higher 
levels. Enterprise directors were given authority to expand a business’s 
capital fund through reinvestment of profit or through borrowing from 
banks; to reward or punish workers; and to recruit or dismiss personnel 
. without prior authorization from higher echelons.!® 


Blame Chinese for Woes,” New York Times, June 15, 1982, p. 2; Henry Kamm, “Aide Says 
Internal Foes Still Threaten Vietnam,” New York Times, May 26, 1982; Le Nguyen, “China 
and Its ‘Second Step’ Against Vietnam,” Vietnam, 280/4-1982; Do Quang, “Poisonous 
Weeds,” Vietnam, 280/4~1982. 

18. Vu Duy Hoang, “Renovation of Management at State Run Enterprises,” Vietnam 
Courier, No. 16, 1982, pp. 18-21; Nhan Dan, January 27, 1981, pp. 1, 4; Hanoi Moi, January 
3 and 10, 1981, p. 3; Hanoi Radio, January 21 and 26, 1981. 
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Later that year the regime began to acknowledge the continued eco- 
nomic. significance of the Overseas Chinese. In September 1981, Le Quang 
Chanh told a visiting scholar that in 1978 


we were informed that China would be using its communist cells in Cholon to 
create a general disturbance among Saigon’s 500,000 Chinese. Although we are 
tolerant of private traders, we had to move quickly to break the power of the big 
business Chinese who still controlled the whole Delta rice crop. These distur- 
bances were planned to coincide with Pol Pot’s invasion but our intelligence was 
good and we managed to crush them before they could really start. 


Chanh went on to say that the power of the “big Chinese merchants” who 
controlled the entire Mekong Delta had been broken and that the govern- 
ment did not interfere with “medium and small merchants” because the 
majority of Cholon’s Chinese had remained loyal to the SRV. Dao Van 
Tap, then chairman of Hanoi’s Economics Institute, stated that private 
Hoa merchants in Saigon continued to control an estimated 90% of the 
southern rice trade and that Saigon’s black market still operated, conceiva- 
bly with significant Chinese interest and participation in spite of regime 
efforts to dismantle the clandestine economy. !° 

In early 1982 the Council of Ministers modified the rules of contract 
arbitration, devolving more decision-making authority to lower echelons. 
Ministerial authorities responsible for home and foreign trade granted 
marketing power and a certain amount of financial independence to cer- 
tain sectors and enterprises and locations, allowing greater local initiative 
in trading between state-operated enterprises, purchasing from collectives 
and private businesses, borrowing foreign currency in order to import sup- 
plies, and subcontracting between units.?° 

By midyear, it was apparent that reactivation of Overseas Chinese busi- 
ness networks had taken place with, at the minimum, official acknowledg- 
ment of the process of their economic rejuvenation, if not the complicity 
and involvement of certain levels of officialdom in the process. At that 
early stage it appears that Hanoi simply tolerated this development, be- 
cause the rebuilding of select markets and Hoa-dominated systems of dis- 
tribution served the purpose of making goods available during an 
extremely difficult period. It seems, though, that the SRV leadership had 
not yet successfully come to terms with what essentially amounted to a 


19. Geo (Australia), 1982; Carlyle Thayer, “Report of Discussions Held With the Social 
Sciences Committee of Vietnam and Others During a Visit to Vietnam and Kampuchea By 
An Academic Delegation of the Australian Committee for Scientific Cooperation with Viet- 
nam,” August 19~September 9, 1981. 

20. Nhan Dan, February 26, 1982, p. 4, and March 22, 1982, pp. 1, 4. 
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limited though visible undoing of the basic accomplishments of the 1978 
TPIAC. 

The regime minimized the spontaneous dimensions to the reappearance 
of Overseas Chinese commerce and portrayed the renewed vigor of the 
Hoa entrepreneurs as part of a regime-endorsed policy of remobilizing 
loyal economic actors in the aftermath of the socialist housecleaning. In 
April 1982, for example, Nguyen Khac Vien, then editor of Vietnam Cou- 
rier, wrote: 


It is no mere accident that the [process of economic reform] has been especially 
effective in the 5th and 11th districts [of Ho Chi Minh City] where the most 
active handicraft and small industrial undertakings and the most amply sup- 
plied shops of the City are located. This also used to be a Hoa stronghold: the 
bankers and major traders and industrialists have left, but the great majority of 
small traders and artisans—diligent and hard working—-remain. The streets of 
Cholon are as noisy and animated as before. The hustle and bustle never fails to 
amaze people venturing into that part of the City. The panic which had set in 
before and after the war started by Beijing and had caused a number of people 
to leave, is over. Now, with the [process initiated by the reforms of 1981 and 
1982], trading and industrial activities have been resumed with vigor. . . . The 
Hoa community has a chance to work with diligence and ingenuity to take its 
place in the Vietnamese nation. . . . The Hoa can no longer hope to carve for 
themselves a privileged position as compradors in the colonial system to the 
detriment of the indigenous people.?! 


At that point though, the flourishing of certain Hoa enterprises was any- 
thing but an orderly process over which the regime had any control. In 
July 1982 a journalist reported that the force of the reality of unfettered 
market capitalism in Saigon had in effect compelled official acknowledg- 
ment of these developments.? 

By late 1982 certain groups within the SRV leadership were apparently 
somewhat more willing to acknowledge that the Overseas Chinese had a 
central role to play in the rebuilding of the Vietnamese economy. In talks 
with a visiting researcher in August 1982, Mai Chi Tho, then chairman of 
the Ho Chi Minh City People’s Committee, stated that the southern econ- 
omy had not yet been thoroughly indigenized. Overseas Chinese contin- 
ued to play a role in ancillary economic sectors, and constituted between 
20% and 30% of small distributors in the city. Many Overseas Chinese, 
according to Tho, continued speculative activity, ard were rather good at 
it. A “core element” of carefully selected Overseas Chinese were enlisted 
by the regime to revive trade with Singapore through the well-established 


21. Vietnam Courier, No. 4, April 1982, pp. 20-23. 
22. Seth Mydans, “Vietnam: Capitalism Among the Ruins,” Newsweek, July 19, 1982. 
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Hoa commercial networks in order to attract foreign currency, which the 
government intended to use to import fertilizer, consumer goods, and 
spare factory parts.*? The Overseas Chinese were involved in the forma- 
tion of several “mixed trading companies,” under the auspices of Nguyen 
Xuan Oanh, then an assistant to Vo Van Kiet, chairman of the State Plan- 
ning Commission. Oanh, a U.S.-trained economist who had served the 
GVN (Government of Vietnam) as economic advisor in the mid-1960s,?4 
had impressed Kiet as a capable and reform-minded individual, and Kiet 
involved him in the establishment of at least five trading companies in 
southern Vietnam in the early 1980s. Three of those companies were do- 
ing impressive business by mid-1982. Two of them were run by Overseas 
Chinese who, according to Oanh, had close relations with party members. 
Oanh told a visiting researcher that by August 1982 the companies had 
already earned three times what they had earned in 1981, the equivalent of 
the entire export income of northern Vietnam in 1982. The underlying 
intention of Oanh’s plan, which apparently had the blessing and endorse- 
ment of some high-ranking Politburo members, was to develop trade to 
pay for the consumer goods demanded in Ho Chi Minh City. The govern- 
ment would then use the income from the sale of these goods to purchase 
food from the farmers. 

Interestingly, this program was very similar to a plan outlined by Oanh 
in 1968 in his capacity as president of the National Institute of Economic 
Development in Saigon. At that time he anticipated that in the postwar 
period Vietnam would remain divided between the north and the south, 
and that the south would “have neither the desire nor the ability to impose 
a collectivist solution on its economy.” Oanh expected that hostilities 
would gradually decline and that aid programs would continue at a high, 
and possibly increased, level. He identified five key problem areas for the 
postwar period: (1) high unemployment, (2) failure of export promotion, 
(3) weaknesses of import substitution programs, (4) insufficient foreign in- 
vestment, and (5) instability of the monetary system. Oanh felt traditional 
exports could provide adequate foreign exchange. He argued that a post- 
war development plan should be a “product of nationalistic aspirations” 
addressed to rebuilding an even-keeled economic system. Oanh referred to 


23. September 1982 interviews with Dr. Gareth Porter following his August 1982 trip to 
the SRV, based on his conversations with Mai Chi Tho, Tran Phuong, Vo Van Kiet, and 
Nguyen Xuan Oanh; Porter, “Trip Report to Hanoi Watch Group,” Washington, D.C., Oc- 
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china Issues, No. 31, December 1982. 

24. Who’s Who in Vietnam (Saigon: Vietnam Press Agency, 1967); “Oanh Was Jack 
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foreign investment in Vietnam as an “issue surcharged with emotions” and 
called for the country to avoid being as rigid as other Southeast Asian 
countries in its investment policies. He mainteined that care must be 
taken to control inflation. Interestingly, in 1968, he had cited the ineffi- 
ciency of most import-substitution industry and called for the exploitation 
of the export potential of Vietnamese agriculture.*> 

Oanh suggested that there were two views of the 1978 TPIAC. Some 
SRV officials judged the campaign to have been necessary and successful. 
Others, presumably including those closely associated with the formula- 
tion and implementation of policies designed to ettract foreign currency, 
thought that the timing of the campaign was all wrong, though they 
agreed that such an effort was an indispensable step in the “purification” of 
southern commerce. Oanh seems to have thought that the timing was 
based more on the availability of cadres and an impatience to get on with 
the business of socialist transformation than larger strategic considera- 
tions. He may have also felt that the campaign involved a degree of 
overkill. He remarked that most of the “big bourgeoisie” had left Vietnam 
by the end of April 1978.25 

Apart from the experiments overseen by Oanh, the renewed role of the 
Overseas Chinese continued to be something of an embarrassment for Ha- 
noi through the end of 1982. In October foreign visitors reported a sus- 
tained yet surreptitious vitality and activity in the Chinese marketplace of 
Cholon. The doors and windows of the Hoa busiresses that had been in- 
‘vaded by Assault Youths and whose inventories had been confiscated by 
PAVN troops and PSB officials remained bolted and barred. However, as 
one visitor noted, the pavements were lined with small stalls selling French 
liqueurs, whisky, and American cigarettes, and the U.S. dollar, though 
legal currency only in official shops, was the vehicle for business in the 
streets. Shops were well stocked with foreign goods presumably smuggled 
from Thailand through Kampuchea or from Singapore through Bangkok, 
well-organized routes familiar to Hoa entrepreneurs in Vietnam. 

By late 1982 Hanoi was not at all comfortable with the economic reality 
of the renewed Overseas Chinese role. The years since 1979 had seen suc- 
cessive compromises of the original plans for building socialism in a united 
Vietnam. The tinkering with socialist principles, necessitated by efforts to 
explain these compromises, compelled increasingly strained ideological 
justifications. Minister of Home Trade and Central Committee member 
Tran Phuong told a visiting researcher in August that what stood as make- 


25. Oanh, “Vietnam: Postwar Economic Policies,” address to American Chamber of 
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shift and emergency economic policy at that time would probably have to 
be considered socialism for the next decade.?’ 

During the last quarter of 1982, Hanoi began to speak about certain 
deviations and irregularities in the process of economic recovery that char- 
acterized the system with which the SRV had come to live. The leeway 
allowed enterprises under the 1981-82 reforms had begun to create sys- 
temic inequalities, and loopholes in the original government decisions had 
been exploited by some individuals and certain enterprises for uncontrolled 
profits and uncompromised power. In December a new initiative to “re- 
store socialist order to the market” was set in motion. More restrictive 
procedures for the registration of commercial activities were called for. 
Editorials published during the VCP Central Committee’s Third Plenum 
(December 3-10, 1982) endorsed reactivation of the effort to “shift capital- 
ist traders to production.” The primacy of economic obligations to the 
state was reemphasized. The press spoke of the necessity of more aggres- 
sive taxation and registration of secondary, family-based enterprises and 
the commerce of “free traders.” The public discussions of socialist trade 
and the renewed effort to “transform the free market” suggested that the 
regime had decided to monitor and control the “sprouts of capitalism” 
more carefully and probably to direct special vigilance toward the market 
activities of the Overseas Chinese in southern Vietnam. Essentially, the 
regime had again launched an effort to restrict “petty merchants,” indicat- 
ing that at least initially certain categories of commerce would be strictly 
regulated and that the state would regain the upper hand, possibly recal- 
ling business permits and redefining activities of an “‘exploitive nature” so 
as to include a wider range of “profit-seeking”’ enterprises.7® 

According to available evidence, however, Overseas Chinese export 
businesses continued to function through the end of the year, even in the 
face of these new and threatening developments. By December Hoa busi- 
nessmen, who had established a record of dependability with regional im- 
port-export firms, had begun to deal directly with foreign trading and 
shipping firms.2? The regime’s resolve to reassert authority over the free 
market was addressed to precisely such independent economic power as 
the Overseas Chinese had shown themselves to be capable of wielding and 
organizing. Hanoi had no intention of allowing its hold over the Chinese 
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to falter. Thus, the formula for disaster remained essentially unchanged. 
The Vietnamese Communist policy, still housed in an enduring racial ani- 
mosity toward the Hoa, continued to be intent on dismantling and control- 
ling the bourgeois commercial structure, and the Overseas Chinese 
community and business structure, durable and adaptable, was apparently 
quite intent on doing business and surviving. 
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Welfare State 
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With an average annual per capita income of less than 
$300, Sri Lanka ranks among the world’s low-income countries. Yet the 
overall health status of its citizens has reached levels usually encountered 
only in western welfare states and its literacy rate approaches universality. 
Because these remarkable achievements diverge from the general problems 
and processes of social development elsewhere in the Third World, it is 
useful to review Sri Lanka’s record of accomplishments within the availa- 
bility of its resources and discuss factors that have facilitated them. 

Since the mid-1940s, dramatic changes have occurred in Sri Lanka and 
social improvements have been many. As tables 1 and 2 indicate, Sri 
Lankans now enjoy a respectable quality of life in both absolute and com- 
parative terms. Vital statistics on mortality rates and life expectancy have 
steadily improved since independence from Britain in 1948; both birth and 
death rates have fallen; and population growth has slowed. By the late 
1970s Sri Lanka compared favorably with all except the high-income 
countries of the world. 

The unusual nature of Sri Lankan attainments is well demonstrated by 
the Physical Quality of Life Index (PQLI). In contrast to that more tradi- 
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TABLE 1 Historical Changes in Sri Lankan Social Statistics 


1946 1950 1960 1971 1981 


Life expectancy in years 43 48 62 66 69 
Infant mortality per 1000 live births 141 101 71 45 43 
Maternal mortality per 1000 births 16 9 3 2 1 
Birth rate per 1000 population 37 40 37 30 28 
Death rate per 1000 population 20 14 9 8 6 
Literacy 58% 58% 75% 79% 87% 


SOURCES: Paul Isenman, “Basic Needs: The Case of Sri Lanka,” World Development, 8 
(1980), p. 238; Albert J. Fernando, Population Statistics of Sri Lanka (Colombo: Population 
Information Centre, 1982); B. C. Perera, Annual Health Bulletin 1981 (Colombo: Planning 
Division, Ministry of Health, 1982); “Nirvana By Numbers,” The Economist, December 24, 
1983, pp. 53-59. 


tional indicator of development, the per capita Gross National Product 
(GNP/pc), the PQLI summarizes three familiar indices: the average life 
expectancy at one year of age; the percentage literacy; and the infant mor- 
tality rate. By itself infant mortality is a particularly sensitive indicator of 
changes in the quality of social life since it acts as a sort of “lead-indica- 





TABLE 2 Comparisons by Income Categories (late 1970s) 


Low Income Lower-Middle Upper-Middle High Income Sri 


Countries Countries Countries Countries Lanka 

Life expectancy 51 53 62 72 64 
Infant mortality per 
1000 live births 138 98 83 21 42 
Birth rate per 1000 
population 39 38 34 16 29 
Death rate per 
1000 population 16 14 10 9 7 
Literacy 36% 57% 67% 97% 85% 
GNP per capita $225 $566 $1800 $8222 $270 
PQLI 43 56 68 93 80 

(excluding China, N= 38) (N = 39) =43) . (N=51) (N=})) 


SOURCE: Roger D. Hansen et al., U.S. Foreign Policy and the Third World: Agenda 1982 
(New York: Praeger Publishers, 1982), pp. 160-171. 
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tor” about the direction of change.! But standardized and combined on a 
scale from zero to 100, the composite index records a culturally neutral 
measure of development since (almost) all human societies value life, liter- 
acy, and longevity. It should be noted, however, that the PQLI does not 
measure economic growth, economic development, total welfare, nor even 
the need for individual projects. It only reflects “macro” performance be- 
tween countries on selected social indicators.” 

The PQLI, then, is an attempt to define some meaningful measure of 
development other than economic change. And as Table 3 reveals, 





TABLE 3 Comparative Performance in Selected Countries 


Per Capita Infant Years Life Percent 
GNP (1980) Mortality Expectancy Literacy PQLI 


India 240 134 52 36 44 
Pakistan 300 142 52 24 40 
Sri Lanka 270 42 64 85 80 
Bangladesh 120 139 47 26 36 
Nepal 140 133 43 19 30 
Kenya 420 83 53 45 53 
Tanzania 260 125 50 66 53 
Nigeria 1010 157 48 15 31 
Indonesia 420 91 50 62 55 
China (PRC) 290 56 68 66 76 
Malaysia 1670 44 61 60 69 
Turkey 1460 125 61 60 62 
Portugal 2350 39 70 70 81 
Yugoslavia 2620 32 69 85 86 
Developing 711 96 59 54 60 
(N = 143) 
Developing 8262 19 72 99 94 
(N=29) 


SOURCE: See Table 2. 


1. “Indirectly, a country’s infant death rate measures its food and fresh water supplies; it 
reflects joblessness and political upheaval and the quality of housing, schools and health care; 
it gauges how equitably the bounty is shared.” The Wall Street Journal, May 24, 1983, p. 60. 

2. Morris D. Morris, Measuring the Condition of the World’s Poor: The Physical Quality of 
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some intriguing puzzles appear when the content of development is recon- 
ceptualized. The inadequacy of the more traditional average GNP per 
capita is evident when we find countries with relatively high GNP/pc but 
rather modest PQLIs, and other countries with low economic performance 
but high indices of the quality of life. Sri Lanka, despite its low per capita 
GNP, has an index of 80, which is in the range of achievements by Portu- 
gal or Yugoslavia, each with ten times the income level. Yet both Turkey 
and Malaysia—although at least five times as wealthy as Sri Lanka—are 
less well off in social terms. The puzzle is why this should be so. How has 
a very poor, pluralistic, democratic society obtained such solid and impres- 
sive improvements in overall health status and social welfare? The experi- 
ence of Sri Lanka may well be a “critical case” with lessons that might be 
extracted and applied elsewhere. 

Like most other Third World countries, Sri Lanka’s socioeconomic heri- 
tage should constrain developments in the health sector. Economically 
impoverished countries generally have a very low median age (usually in 
the teens), a characteristic reflected in the pyramidal shape of prevailing 
population profiles. In contrast, the demographic profiles of high-income, 
developed countries tend to be “columns” rather than “pyramids.” As 
Figure 1 demonstrates, Sri Lanka is no exception to this rule since 40% of 
its people are below 15 years of age. 

Low-income countries are usually characterized by overwhelmingly ru- 
ral populations organized in peasant societies and engaged in subsistence 
agriculture. While rapid urbanization may be occurring in other areas of 
the Third World, Sri Lanka—like India—has kept most of its citizens on 
the land. And in poor rural societies disease and disability follow directly 
from the illiteracy, ignorance, malnutrition, impure water, and poor hous- 
ing normally associated with poverty. All of these pernicious attributes 
give impetus to the vicious cycle of ill health, low productivity, social apa- 
thy, and intransigent poverty. 

Since Sri Lanka shares this heritage of a rural, young, poor, peasant 
agricultural society, why are its indicators of social progress so high? What 
factors explain this fortunate state of affairs? 

Certain specific features of the Sri Lankan situation permitted it to make 
some significant advances earlier than most other Third World countries. 
These features include its experiences as a colony, its investments in 
human capital (particularly education), its introduction to universal suf- 
frage followed by political participation and competitive politics, its well- 
organized though modest tax base in the plantation sector, and perhaps its 
relatively compact geographical size. These features and their cumulative 
interactive effects will be discussed in turn. 
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FIGURE I Population Profiles for Sri Lanka 
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SOURCE: B. C. Perera, Annual Health Bulletin 1981 (Colombo: Planning Division, 
Ministry of Health, Government of Sri Lanka, 1982), p. 5. 


Sri Lanka has a recorded history of over 2500 years, of which the last 
half-millennium has been more or less closely linked with Europe.* First 
came the Portuguese in the 16th century with their interests in trade and 
religion. The most marked residue of the Portuguese era is the Catholic 
Christian community, although Europeanized patronymics do not neces- 
sarily signifiy a western religious faith. The Portuguese were followed in 
the 17th century by the Dutch from whose 150-year stay derives many of 
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the practices and institutions of Sri Lankan administrative law. However, 
by far the greatest European influence on Ceylon (as Sri Lanka was then 
known) came from the century and a half of British rule which began in 
1795, was consolidated in 1815, and terminated in 1948. 

During the early part of the 19th century, British administrators initi- 
ated a rudimentary public health system in Sri Lanka that was based on 
concepts of “western” medicine. The colonial power was understandably 
committed to protecting its expatriate administrators from epidemic dis- 
ease; it also wanted to protect the health of its local administrative officials 
as well as those employed in the plantation sector. Such a public health 
program was entirely in harmony with a general colonial outlook that 
aimed at minimizing government intervention in matters not directly con- 
nected with commercial interests. In fact, such a utilitarian attitude was 
not very different in practice from the policies that Britain adopted toward 
its own citizens in the United Kingdom. Thus, the rudimentary public 
health system provided only partial coverage of the health needs of the 
country and unequally distributed its services between the rich and the 
poor, between urban and rural areas, between foreign plantation labor and 
indigenous villagers. Nevertheless, this rudimentary system of preventive 
and curative health measures was effective enough to begin a process of 
reducing mortality and morbidity. These reductions raised life expectancy 
at birth in Ceylon from less than 30 years at the turn of the century to 
about forty-five years by World War II.4 

Probably the most dramatic demonstration of the effectiveness of pre- 
ventive health measures in coping with the problems of comnzunicable dis- 
ease came in 1945 when DDT was deployed in the malaria eradication 
campaign. Indeed, during the two previous decades, adverse weather 
conditions had led to several devastating epidemics of malaria, and these 
had left a trail of appalling misery in the 1930s. The infant mortality rate 
was over 250 deaths per thousand live births, which meant that one baby 
in four died before it was a month old, while the population’s overall crude 
death rate exceeded 35 per thousand. The surviving rural pcpulation be- 
came so enfeebled by anemia and malnutrition that people could scarcely 
maintain themselves even at a subsistence level. Within two years after the 
introduction of DDT in 1945, however, mortaility rates plummeted and 
morbidity declined. By the early 1960s, the combination cf insecticide 
spraying and medical treatment had reduced the annual number of identi- 
fied malarial cases from the millions to under twenty. Unfortunately, the 


4. K. N. Seneviratne, “Health, Politics and Social Change in Sri Lanka,” The Round Ta- 
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emergence in recent years of adaptive biological resistance by both mos- 
quitoes and parasites to chemical insecticides and antimalarial drugs, re- 
spectively, has caused a current national malaria epidemic involving more 
than a million Sri Lankans.® 

After the introduction and initial expansion of health measures in the 
19th and early 20th centuries came another major innovation in Sri Lanka. 
In 1931 the British introduced universal adult suffrage into Ceylonese poli- 
tics and gave locally elected politicians responsibility for the formulation 
and implementation of domestic policies.” This universal franchise—six- 
teen years before India gained the same and only two years after the 
United Kingdom itself extended the vote to women—provided the basis 
for competitive party politics. It laid the foundation not only for political 
participation but also for holding elected politicians accountable for their 
actions. Whatever else may be said about Sri Lanka, it has had more than 
fifty years of participatory politics at both the national and local levels of 
government, a record of democratic continuity shared only by the Anglo- 
American and Scandinavian democracies. The result in Sri Lanka has 
been a pervasive popular penchant to turn governments out of office and 
thereby allow rotation of power among political parties and coalitions. 

Among the domestic policies historically favored by Sri Lankans has 
been education; and education, in turn, has multiplicative effects on social 
development. When national independence was achieved in 1948—some 
say “was given”—it came to a people strongly influenced by the Buddhist 
ethic who, along with the Christians, saw education as not merely an ave- 
nue of social and economic development but as a valuable attribute in and 
of itself. Even more significantly, education for women was appreciated 
and encouraged in Sri Lanka because the concept of equality for women 
had already been accepted, and after the establishment of universal adult 
franchise in 1931, both men and women periodically voted to elect and/or 
punish governments for their domestic policies. 

Investments in education began early in Sri Lanka and were regularly 


6. David J. Wyler, ‘“Malaria—Resurgence, Resistance, and Research,” New England Jour- 
nal of Medicine, 308 (1983), pp. 875-878. 
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expanded. Under British colonial rule, educational institutions had been 
established to meet economic, administrative, and political needs. In the 
utilitarian mode of thought made famous by Macauley’s Minute of 1835, 
education was viewed as an instrument for creating an indigenous elite 
imbued with enough new cultural values to consolidate colonial rule. 
Later came various experiments with limited self-government and then 
universal suffrage, which ended the most direct effects of colonial rule. 
Local participation was thereafter permitted in the formulation of educa- 
tional as well as other domestic policies, and the widest extension of educa- 
tional opportunity became a major concern of the new legislators. 

Investment in education became an important policy instrument for re- 
ducing socioeconomic inequality. In the 1940s rural secondary schools 
were opened in every part of the island and a system of state scholarships 
was established, enabling promising but economically disadvantaged chil- 
dren from rural primary schools to obtain secondary and higher education. 
In 1945 education was made free from primary to tertiary levels, including 
university and postgraduate studies. While education per se was not com- 
pulsory, social demand led to the rapid development of a formal school 
system. Today a network of schools throughout the island provides a na- 
tional average of three schools per ten square miles and thirty-five schools 
per 10,000 school age children. 

These investments in educational infrastructure and in human capital 
produced dramatic changes in literacy rates. Religious traditions had al- 
ready been conducive to education; colonial neecs had initiated invest- 
ments and political participation accelerated development. As Table 4 
indicates, the rate of adult literacy rose throughout the century, although 
these combined adult figures conceal a gender gap. For example, while 
literacy rates in 1921 were 21% for women and 56% for men, today the 
respective figures are 79% and 95%. (In large part this discrepancy be- 
tween the sexes is explained by the traditional reluctance of “Ceylonese 
Moors”’—as Sri Lankan Muslims are called—to educate their women. In 
the other religious communities, literacy rates for men and women are in- 
creasingly similar.) 

Literacy, in turn, has an important impact on life expectancy and infant 
mortality. With literacy comes increased knowledge plus the ability to 
screen and evaluate new information. Hence, educational opportunities 
for women alone can improve home hygiene and nutrition practices, thus 
reducing infant mortality and prolonging life expectancy. When the 
school curriculum itself includes instruction on diet, nutrition, hygiene, 
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TABLE 4 Literacy Rates in Sri Lanka (percentage) 


Year Adult Literacy Male Literacy Female Literacy 


1881 17 30 3 
1901 25 42 8 
1921 39 56 21 
1946 57 70 44 
1953 69 81 56 
1963 77 86 67 
1970 81 90 71 
1978 83 91 75 
1981 87 95 79 





SOURCES: W.S. Weerasooria, Development 1931-1981 Sri Lanka (Colombo: Ministry of 
Plan Implementation, 1981); Albert J. Fernando, Population Statistics of Sri Lanka 
(Colombo: Population Information Centre, 1982). 


and other simple health measures, rates of morbidity for avoidable illness 
are effectively reduced. Students learn to practice self-care as well as to 
avail themselves of health services as needed. And the overall cost is mini- 
mal. 

Investments in human capital include more than building schools or 
promoting adult education. Sri Lanka’s first modern health care institu- 
tions were set up by the British in the 19th century to meet the needs of 
indentured tea plantation workers from South India. In 1927, partly stim- 
ulated by Rockefeller funds, a primary health care infrastructure based on 
the services of state-trained village midwives and public health nurses was 
established and subsequently expanded. In the 1930s changes in medical 
education led to the establishment of an extensive network of rural dispen- 
saries, maternity homes, and cottage hospitals.? This rural network has 
become so accessible and acceptable that today about three-quarters of all 
deliveries take place in these institutions under the supervision of trained 
midwives (now called Family Health Workers). It is estimated that a 
state-supported health care facility of one type or another is located at an 
average maximum distance of three miles from any habitation.!° Major 
hospitals are located more centrally at district and provincial headquar- 


9. See the wide-ranging report of the sessions chaired by Professor Malcolm Fernando, 
Dean of the Faculty of Medicine at the University of Peradeniya, entitled The Contribution of 
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Sri Lanka (London: Marlborough House, 1982). 
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ters, while teaching hospitals are found only alongside medical schools. 
Specialist hospitals for the management of specific diseases tend to be lo- 
cated in Colombo although there are exceptions at Kandy, Jaffna, and 
Trincomalee. 

An example of how British colonial administration and Sri Lankan par- 
ticipatory politics combined in the development of social policies is evident 
in policies governing food subsidies. A system of food rationing was intro- 
duced during World War II for obvious military reasons. That system was 
continued by subsequent domestic governments before and after indepen- 
dence as a method of ensuring that the poorest segments of the population 
obtained basic requirements of food at subsidized prices. These food subsi- 
dies became increasingly costly to the government, but no political party 
or coalition was able to reduce them until the United National Party’s 
landslide election in 1978. Even today, food subsidies remain for those Sri 
Lankans below a certain poverty line.!! But the universal entitlement to a 
food ration has been abolished. 

Democratic participatory politics in the two decades before 1948 and in 
the 37 years since independence stimulated other public investments in 
what broadly may be called human capital.!2 The state transport services 
were subsidized in order to maintain a regular service to rural areas. 
While the railroad system is not as impressive as in neighboring India, the 
network of all-weather (hard-surfaced) roads in Sri Lanka allows a fleet of 
buses to ply almost everywhere. Ticket fares are also subsidized to allow 
easy access to social services in towns and cities as well as to markets. The 
Sri Lankan government has enacted far-reaching lend reform legislation to 
alleviate the acute problem of rural landlessness, and it has distributed new 
agricultural lands reclaimed by a massive rural development program in 
the dry zone watered by the Mahaweli River. These land reforms have 
provided some security of tenure to the tenant cultivators who make up 
the bulk of the Sri Lankan peasantry. About three-fifths of rural Sri 
Lankans now use approved methods for disposing of human waste, while 
15% of them have access to safe drinking water. Today some four out of 
five urban Sri Lankans can count on a supply of relatively pure water; in 
the rural sector much more needs to be done. 

Still other factors have contributed to Sri Lankan achievements in at- 
taining a comparatively high quality of life. Although primarily an agri- 
cultural country, the structure of Sri Lanka’s economy has helped to 
finance social investments. Peasants engaged in subsistence farming are by 
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virtue of their condition unable to produce a surplus of free-floating re- 
sources to use elsewhere, but Sri Lanka has well-developed plantations for 
tea, rubber, and coconut and this sector has provided more easily moni- 
tored resources for extracting taxes to allocate to government programs. 
Furthermore, Sri Lanka has had fewer claims competing for these scarce 
tax resources since, unlike its South Asian neighbors or even most other 
countries of the Third World, Sri Lanka is virtually demilitarized. By way 
of contrast, India maintains an impressive defense establishment that an- 
nually consumes about a fifth of central government revenues—or approxi- 
mately 4% of its GNP. Consequently India, like Pakistan, allocates on a 
per capita basis only about one-third the amount of government monies for 
health services as does Sri Lanka.!? Finally, instead of the usual econo- 
mies of scale, the compact geographic size of Sri Lanka makes access to 
medical care—through clinic placements and referral networks—ceasier in 
rural areas. In many ways, Sri Lanka’s impressive PQLI must be traced 
back to antecedent factors that do not automatically come to mind when 
considering the sources of social development. 

Of all these factors, however, two still stand out: education and politics. 
Improvement in literacy rates and the educational system have most likely 
been of the greatest long-term significance for social development. And 
sustained political participation of a competitive, democratic nature can 
best explain the investments in human capital such as schools and health 
services. Political participation has allowed Sri Lankans to express their 
values and preferences in domestic policies, and periodically to hold 
elected governments accountable for their actions or for inaction. Educa- 
tion relates very directly to the Sri Lankan success in establishing and 
utilizing the primary health systems—in particular the services of trained 
public health midwives. The educational opportunities made available to 
women and the rising female literacy rate are particularly important. Not 
only has better education enhanced the employment prospects of women 
but it has also led to a significant delay in the average marriage age. Edu- 
cated women are more knowledgeable about nutrition and diet, which 
leads to lower rates of morbidity, not to mention lower infant mortality; 
they are also more inclined to accept contraceptive techniques and family 
planning, thus ieading to a decline in fertility per se as well as in the rate of 
population growth. 

These developments in Sri Lanka have created conditions that are con- 
ducive to continuing public participation in the decision-making process. 
The high rate of literacy, the intensely competitive political system, and 
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the resulting politicization of almost all layers of the population through a 
network of institutions reaching down to the local level—all provide op- 
portunities for the articulation of popular demands. A political and social 
environment has been created that fosters a continuing dialogue and en- 
courages the mass mobilization of political interests.'4 This dialogue or 
political debate has mainly focused on promises of better government, 
promises of provision of better public service in health, education, and 
transport, promises of relief of economic hardship, promises of new em- 
ployment opportunities, and the like. In the 37 years since 1948, Sri 
Lankan citizens have elected eight governments—seven of which were sub- 
sequently turned out of power in free elections at which 80% of those 
eligible to vote exercised their voting rights. Increased political awareness 
of the rural poor who make up most of the population has thus made 
political decision makers increasingly sensitive and responsive to the needs 
and demands of their rural constituents. The end result has been a mea- 
sure of distributive equity in the services provided to all Sri Lankans. 

Behind the promises made by competing political parties lie clearly 
identifiable ideological orientations. Each party has its own approach to 
economic management and change in Sri Lanka, and each group of par- 
tisans reflects the socioeconomic character of its power base. The parties 
seek to change the economy by using a variety of methods: some urge 
central planning, others public ownership and nationalization, still others 
the use of market mechanisms, and yet others a combination of the above. 
But despite various shifts and changes in the structure of the different so- 
cial alliances and coalitions of the political forces elected to power, the 
unrestricted vigor of public participation has ensured that the overall pat- 
tern of a welfare system has been maintained. Economic policies may 
come and go with the prevailing fashion, but once underway, social poli- 
cies and programs develop a political momentum and social development 
obtains a logic of its own. 

Sri Lanka’s record of building a welfare state on an Asian economy can- 
not be understood without. considering the cost of these achievements. 
Money alone, of course, cannot ensure good health as the developed First 
World has learned to its chagrin. But the extreme poverty of most of the 
populations in the Third World is the primary constraint on improving 
health status.'5 With an already low per capita GNP that yields little tax 
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revenue, health services and other investments in human capital must 
compete with other pressing developmental needs. Still, it should be un- 
derstood that private spending on health care in many developing coun- 
tries is three or four times greater than government expenditures on 
health, so the figures reported below (both absolute and relative) should be 
doubled if not tripled in order to obtain a fair sense of Sri Lankan outlays 
on health services. 

As elsewhere in the world, total health costs in Sri Lanka have been 
rising at an accelerating rate. In 1981 the Ministry of Health disbursed 
over 930 million rupees in recurrent and capital expenditures, or about $62 
million at the prevailing rate of exchange. This government expenditure 
on health marked a fivefold increase over state health spending in 1968. 
And yet, as Table 5 indicates, the percentage of total government expendi- 
tures on health services has been declining. The decline can be explained 
by the massive government outlays on major development projects such as 
the Accelerated Mahaweli Development Scheme. Nevertheless, govern- 
ment health expenditures per capita rose rapidly and almost tripled in the 
past decade. 


TABLE 5 Sri Lankan Health Outlays 


Health Budget/ Government Health 
Year National Budget Expenditures Per Capita 
1960 8.7% Rs. 15 
1970 7.59% Rs. 22 
1980 5.1% Rs. 59 


SOURCE: B. C. Perera, Annual Health Bulletin, 1981 (Colombo: Planning Division, 
Ministry of Health, Government of Sri Lanka). 


Significant as this tripling in per capita health spending might seem to 
be, however, it disguises changing market prices. For example, when per 
capita state health costs for 1968 (Rs. 18) and 1981 (Rs. 63) are corrected 
for inflation, the growth rate is much less dramatic. Holding the rupee 
constant at its 1959 value, the corrected per capita health expenditures 
become Rs. 15.6 for 1968 and Rs. 18.5 for 1981—or a real annual increase 
of only 1.4% over the thirteen year period. Hence despite the apparent 
growth of health budgets and their undoubted pressure on government 
revenues, spending if controlled for inflation barely keeps pace with popu- 
lation growth. Since rates of infant mortality and maternal mortality have 
remained almost at 1970 levels, the limits of social development may have 
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been reached. If so, there is reason to be concerned about the future be- 
cause widespread literacy and enhanced participation have generated 
much higher expectations than in the past. 

Indeed, there is a semi-pessimistic side to Sri Lanka’s seeming success 
story. In common with welfare states elsewhere in the world, Sri Lanka is 
about to experience other factors that will escalate the costs of health ser- 
vices. As preventable diseases are controlled and as health status rises, 
new problems appear. The pattern of disease changes since acute infec- 
tious diseases are slowly being replaced by chronic disease that is much 
more costly to treat or contain. The progressive increase in life expectancy 
ageravates the cost explosion because the changing demographic pattern 
increases the relative proportion of those under fifteen years of age and 
those over sixty—two groups of dependents currently composing almost 
two-thirds of Sri Lanka’s population. While not contributing much to the 
overall productive capacity of the country, these dependents—especially 
the elderly—consume a disproportionate share of the health care services. 
Successful economic development along the lines envisioned by most gov- 
ernment planners will introduce new causes of morbidity and even mortal- 
ity, such as industrial injuries, agro-chemical poisoning, traffic accidents, 
alcohol and drug-related disorders, stress-induced illness, and iatrogenic 
disease. All these are much more expensive to manage than the acute 
communicable diseases, and many lie in the immediate Sri Lankan future. 

Since the provision of health care is an open-ended commitment, polit- 
ical questions necessarily arise such as “how much is enough?” and “who 
should benefit from these services?” Even more complex political issues 
are engendered when health sector financing is considered within the 
broader framework of national macro-economic development planning. 
Yet these are problems that cannot be resolved once and for all, even in 
more wealthy developed states.!6 And to the progressively minded, these 
are problems to be welcomed since they indicate that some change has 
occurred from previously unwanted socioeconomic conditions. 

We return, then, to the lessons to be learned from this emergent welfare 
state in an otherwise typical Third World economy. Certainly while 
searching for new approaches to development, the path charted by Sri 
Lanka during the past half-century is of more than academic interest. 
Back in the 1940s, within a decade after the introduction of responsible 
competitive political participation, Sri Lanka began a simple “basic needs” 
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approach to development—long before the slogan of basic human needs 
became popular in the late 1970s. Under periodic electoral pressure from 
an increasingly literate and politically articulate population, successive 
governments adopted interventionist policies directed toward the achieve- 
ment of social equity. Over a forty-year period, Sri Lanka diverted nearly 
30% of its budgetary resources into developing one of the most extensive 
welfare systems to be found anywhere in the Third World. And the result 
is a quality of life that gives hope against the inevitable perpetuation of 
poverty and ignorance. 

To be sure, some argue that the price paid for these social developments 
has been too heavy.!’ Sri Lanka has had an erratic economy that was 
virtually stagnant in the 1960s and 1970s. It has had rising unemployment 
and fluctuating inflation. Successive Sri Lankan governments have faced 
increasing opposition by voters because they failed to meet rising expecta- 
tions of better living standards. But it is not evident that economic disor- 
der is due to social investments in human capital, although the latter 
certainly created the conditions that then called attention to the former. 
Some even argue that the accumulated human capital was being squan- 
dered by governments that refused to liberate intrinsic talents and skills for 
development. 

Given these difficulties, the Sri Lankan voters again exercised their polit- 
ical rights. In 1978 they turned out of office a much discredited regime 
and elected in its place a government commited to a series of radical policy 
reforms.'® These reforms included a progressive liberalization of the econ- 
omy through removal of administrative controls over the allocation of re- 
sources and through a decided shift in emphasis toward market forces. By 
relying on the private sector and an economic strategy of export-led 
growth, the aim has been to accelerate output and employment by mobiliz- 
ing domestic and foreign resources for investment in directly productive 
enterprises. Notably, however, the new government did not dismantle the 
extensive network of social services developed over the previous decades. !9 
Rather it sought to capitalize on the skills and talents of a literate, healthy, 
energetic population in order to produce both more food and more export 
goods. The only exception, mentioned above, was the retrenchment of the 
food subsidies from universal entitlement to demonstrated need. At the 
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referendum in December 1982 and the subsequent mini-election in May 
1983, the Sri Lankan electorate approved of its current multi-strategy gov- 
ernment that simultaneously pursues policies encouraging liberal market 
economics, massive state investments in development projects, and contin- 
ued social services.2° The circle may not yet have been squared, but the 
attempt is both instructive and encouraging. 


20, The severe communal violence of July 1983 and subsequent episodes of terrorism and 
counter-measures have challenged the viability of the current regime and its liberal policies of 
an open economy plus social progress. But indications have appeared that a negotiated settle- 
ment of the explosive ethnic issue may at last be possible and is indeed increasingly likely. 
See Mervyn de Silva, “Sri Lanka Edging Forward,” India Today, December 31, 1983, p. 48; 
and “Sri Lanka: The Shadow Play,” India Today, September 30, 1984, p. 63. A more pessi- 
mistic assessment is provided by James Manor in “Sri Lanka: Explaining the Disaster,” 
World Today, 39 (1983), pp. 450-459. 
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Reform? 
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Events in China have moved fast since the death of 
Mao Zedong in September 1976, and faster after Deng Xiaoping’s third 
political resurrection in 1978. 

In the pages which follow, the events, as they concern the system of 
central administrative command planning (the plan) used in China since 
1955/56, are examined in three sections. The first section defines the key 
concepts: adjustment and reform; market and plan; and the basic princi- 
ples of the plan as these relate to the institutions of information, coordina- 
tion, motivation, and property. The second section analyzes the economic 
changes in China carried out from 1976 to 1984 under the four institu- 
tional headings. For each institution, actually implemented adjustments 
are compared with the principled requirements of reform. The final sec- 
tion looks into the future. 


Some Definitions 

ADJUSTMENT AND REFORM 
There has been much speculation of late about the systemic implications of 
the economic changes that have taken place in China after the death of 
Mao, especially since the accession to power of Deng Xiaoping in 1978. 
The economy has done well in some respects and in some sectors, particu- 
larly in agriculture where output and living standards have risen rapidly 
from low levels.! It is, I think, reasonable to argue that there is a positive 
correlation between these economic changes and economic outcomes. 
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The word “changes” is used advisedly. It covers two different but re- 
lated alterations. The first consists of “adjustment” of policy variables 
within a given institutional structure: intrasystemic changes, rearranging 
the furniture and opening the windows. The second, “reform,” involves 
the manipulation of institutional-systemic variables: restructuring the sys- 
tem of economic organization. Adjustments are changes designed to make 
the system work better—whether more efficiently or equitably—without 
altering it in fundamental ways.” They may go quite far and involve redis- 
tributions of income, emphasis on self-sufficiency or the division of labor, 
importation of advanced technologies, exchange of experts to alter the pat- 
tern of skills within the system, and so on. But reforms go further and 
deeper. They change in fundamental ways the institutions of the system. 
Reforms may be carried out at once, through a revolutionary act, or incre- 
mentally by progressive adjustments.> Over time, the mass of intrasys- 
temic adjustments can bring about qualitative systemic change. While 
conceivable, reform through incremental adjustments is not likely to mate- 
rialize in the “medium” term (20-25 years), as attested to by the post- 
Stalin experience of the Soviet Union. Resort to adjustments, in fact, may 
be symptomatic of an unwillingness or (political, ideological) inability to 
come to grips with deep-seated economic problems through reform. 


ECONOMIC SYSTEMS: MARKET AND PLAN 
An economic system consists of four interacting institutions (agreed-on 
ways of doing things), the purpose of which is to apportion the scarce 
resources of land, labor, capital, and entrepreneurship among competing 
alternative goals, both private and public. The institutions are informa- 
tion, coordination, motivation, and property.* Information is the genera- 
tion, transmittal, and processing of intelligence about resources and goals, 
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1980, p. 149. Kornai lists the five conditions for economic efficiency and the four ethical 
principles of a socialist economy on pp. 148-149. Among the etkical principles is “security,” 
or what the post-Mao Chinese call the ‘unbreakable iron pot.” 

3. An example of reform through a revolutionary act is the collectivization of Chinese 
private agriculture in the space of one year. 

4. These concepts are discussed at length in my The Bird in the Cage: Market and Plan 
Under Socialism (forthcoming). 
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supply and demand (costs and utilities) in the economy on a continuous 
basis. Coordination is the reconciliation and harmonization of the dispa- 
rate pieces of information into a coherent system of production, exchange, 
and distribution. Motivation is the provision of incentives to economic 
units to engage in wealth-producing activities. Property is a socially en- 
forced bundle of economically valuable rights to the acquisition, use, and 
disposal of assets. It has important implications for the apportionment of 
wealth, income, and power in the economy, and for incentives, i.e., for 
relationships among economic agents. 

The job of information, coordination, and motivation can be accom- 
plished through either market or plan. Market is taken to mean voluntary, 
contractual, competitive, horizontal transactions carried out by individual 
buying and selling units for utility or profit maximizing purposes, by refer- 
ence to spontaneously generated price signals, through the disbursement of 
money votes. By plan is meant the setting by government. officials (the 
planners) of mandatory general and specific goals regarding production, 
exchange, and distribution, and procedures for attaining those goals, the 
goals and procedures being expressed in physical/technical and financial 
terms and enforced primarily by administrative means. 

Conceptually two models of economic systems may be envisaged: mar- 
ket + private property (market system) and plan + social (essentially 
government) property (system of central administrative command plan- 
ning). Operationally the two systems are mixed: market and plan, social 
and private property coexist, although not always comfortably. What 
matters are the proportions in which market-plan, private-social property 
are mixed. A centrally planned state socialist economy is one in which the 
ingredients of plan and social property are dominant. As Zhao Ziyang put 
it: 


We must adhere to the overall plan on major issues while allowing freedom on 
minor issues. We must advocate centralism on major issues, while allowing 
decentralism on minor issues. ... The general guideline is to combine the 
strengthening of centralization and unification with the activation of the econ- 
omy and to bring into full play the initiative of localities, departments, enter- 
prises, and people under the guidance of state planning and the principle of 
taking the whole country into account.’ 


5. Foreign Broadcast Information Service (FBIS), April 1, 1982, pp. K6-K8. “Taking the 
whole country into account” is what Kornai calls the fourth ethical principle of a socialist 
economy: “the priority of general interest over partial interest, whether the latter is that of 
an individual or of a small community.” The state knows best. 
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Unfortunately, what constitutes “dominant” and what are “major” as 
opposed to “minor” issues cannot be determined with econometric ele- 
gance. This lack of precision on where the plan ends and the market be- 
gins has not inhibited Lenin and his successors from seizing the “strategic 
heights” of the economy and keeping hold of them through thick and thin. 


Reform of the Plan 

Reform of the plan means the marketization of information, coordination, 
and motivation, and the privatization of property to the point where mar- 
ket and private property become dominant on the major issues of the eco- 
nomic system. Privatization refers above all to the expansion of the rights 
of the actual users of assets to the assets they use (de facto rather than de 
jure privatization of property rights). This includes prominently a firm’s 
rights to its profits and to make investment decisions. 

In this sense, I shall argue, the Chinese economy has not been re- 
formed.© But it has been significantly adjusted back and forth. 


Adjustments of the Plan 
The plan was adopted by the Chinese from the Soviets in the early 1950s, 
officially in 1953 (for the First Five-Year Plan, 1953-57) but in fact only 
after collectivization had been completed in 1955/56. It was a plan that 
had been in use since it was fashioned in 1928 in the Soviet Union by 
Stalin. At the very time that the Chinese began to use it, the plan was 
being subjected to revisions in Russia, essentially because, while it was pro- 
ducing imbalanced growth, it was doing so at great factor cost. The Chi- 
nese, too, began to change the plan. They did so ir 1958 in a monumental 
shift known as the Great Leap Forward. During the Leap (which lasted 
until 1960 when it fell apart) the plan’s institutional principles were given a 
radical left interpretation. Following the Leap’s collapse this interpreta- 
tion. was abandoned in favor of a more moderate, less purist and funda- 
mentalist one, which allowed some modest marketization and 
privatization of economic life on “minor issues.” This “rightward” adjust- 
ment lasted until the outbreak of the Cultural Revolution in 1966. The 
Revolution (1966-76, but especially its apogee, 1966—69) represented a 
second radical interpretation of the plan’s principles. It ended with the 


6. We are dealing here with economic reform. The same is true, only more emphatically 
so, of the political and cultural systems in China. Officially China adheres to the totalitarian 
Four Basic Principles: socialism, Communist Party leadership, dictatorship of the proleta- 
riat, and Marxism-Leninism-Mao Zedong Thought. Stuart R. Schram, “ “Economics in 
Command?’ Ideology and Policy Since the Third Plenum, 1978--84,” The China Quarterly, 
No. 99, September 1984, pp. 417-461. 
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death of Mao in 1976. By 1978 the principles were being interpreted again 
in a moderate and relatively pragmatic (“seek truth from facts”) way, 
which went beyond that of 1961-65 with regard to marketization and 
privatization on minor issues.’ At no time were systemic borders crossed. 
The “two-line struggle” was an acrimonious family quarrel kept strictly 
within systemic bounds. The differences revealed by the shifts were differ- 
ences of emphasis and interpretation, not of fundamental principles.® 


BASIC INSTITUTIONAL PRINCIPLES OF 

THE PLAN 
Many attempts have been made to pick out from among the abundant 
materials on centrally planned economies those principles that are essen- 
tial to the plan and that distinguish it from the market system of resource 
allocation.? The principles focus on control: control of allocative decision 
making by a small group of political leaders through their planners. In 
terms of ideological rationalization (Marxism-Leninism), control is said to 
be needed to ensure the predominance of the “general interest” over par- 
tial interest, the priority, as Kornai puts it, “of the long-term interest of 
several consecutive generations over the exclusive short-term interest of 
today’s generation” (or as today’s generation, blinded by its exclusive 
short-term interest, would put it: “always jam tomorrow, never jam to- 
day”).!° Given the all-absorbing importance of control, the following 
emerge as the basic institutional principles of the plan. 


Information 
1. Vertical information Information on key dimensions (including fi- 
nancial ones) of output and inputs (including factor inputs) is determined 


7. On adjustments of the plan to the left and right, Jan S. Prybyla, “The Economic System 
of the People’s Republic of China,” Asian Thought & Society, March 1984, pp. 3-29. The 
differences between “left” and “right” are discussed on pp. 13-17. For a summary statement 
on left-right divergences in China, Jan S. Prybyla, The Political Economy of Communist 
China (Scranton, Penn.: International Textbook Co., 1970), Table 8-8, pp. 324-332. 

8. “Resolution on Questions in Party History since 1949,” adopted by the Sixth Plenum of 
the Eleventh Central Committee of the Communist Party of China on June 29, 1981, BR, 
July 6, 1981, pp. 10-39. 

9. E.g., Morris Bornstein, “Economic Reform in Eastern Europe,” in East European Econ- 
omies Post-Helsinki, Joint Economic Committee, U.S. Congress (Washington, D.C.: U.S. 
Government Printing Office, 1979), pp. 103-104; Robert F. Dernberger, “Mainland China’s 
Economic System: A New Model or Variations on an Old Theme?,” paper presented at the 
13th Sino-American Conference on Mainland China, Taipei, Taiwan, June 12-15, 1984, pp. 
14-20. 

10. Janos Kornai, “Dilemmas of a Socialist Economy,” p. 149. 


558 ASIAN SURVEY, VOL. XXV, NO. 5, MAY 1985 


at high levels of the planning hierarchy on the basis of statistical data re- 
ceived from lower levels, preceded by some “democratic centralist” bar- 
gaining at the stage of plan formulation. This information reflects the 
ranked preferences of the leadership (including sectoral preferences with 
producer goods industries typically, but not invariably, heading the list). 
The information is mandatory on producers and quasi-mandatory on con- 
sumers and workers.!! Horizontal exchanges of information at all plan- 
ning levels are minimized, especially at the level of the socialist firm where 
they are, in principle, forbidden.!* This minimizes competition among 
firms, already weakened by the ranking of the planners’ information in- 
dicators (norms). In this ranking, output volume is generally more impor- 
tant than “sales” performance. It also leads to horizontal association 
(amalgamations) of firms to ensure consistent interfirm and intersectoral 
flows of input supplies. The result is the emergence of large, monopolistic, 
self-contained, production units. (Horizontal information links among 
separate firms of the amalgamation are mostly administrative.) 


2. Physical information The information flowing through the system is 
expressed primarily in nonsubstitutable unidimeasional quantities and 
technical coefficients addressed to specific recipients. Prices in the system 
are——with some exceptions—administered by the planners. They play a 
secondary back-up role to physical planning and, within the planned sec- 
tor of the economy, are expected to be allocatively neutral. Industrial 
wholesale prices are set on a cost-plus basis. This “cost” (in Soviet Rus- 
sian, sebestoismost’) does not include the scarcity price of land and capital. 
Consumer goods prices are insulated from industrial wholesale and agri- 
cultural purchase prices by a positive or negative (turnover) tax. Domestic 
prices are insulated from foreign trade prices by taxes, subsidies, planner- 
fixed exchange rates, and the state’s foreign trade monopoly (state trading 
corporations). The insulation may be more or less thorough, but it is 
there. Relatively free market prices are of two kinds: those legally sanc- 
tioned (principally on so-called collective farm markets, known as "rural 


11. Producing firms are unconditionally obligated to fulfill their assigned norms. For col- 
lective farms these norms primarily take the form of obligatory (or contractual) produce 
delivery (procurement) quotas. The volume, assortment, and quality of consumer goods is 
decided by the planners and offered to consumers at planner-set prices that attempt (not very 
successfully) to bring demand into equality with the plan-determined supply of each good. 
Wage rates (in China also place of employment) are given to the workers. Neither firms, nor 
consumers, nor workers have any institutionally sanctioned way of altering the information 
they receive. Information on output and input covers both current production and capital 
construction (investment), and includes disposal. 

12. When not forbidden, such multilateral information swaps among firms are closely 
monitored by vertically structured, superior administrative (“branch”) agencies. 
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and urban fairs” in China); and those in the semilicit and illicit, parallel, or 
unregistered market economy.!? Except for these, prices in the plan are 
not synthetic multidimensional expressions of buyer-seller scarcity rela- 
tionships. Like the quantity norms for which they serve as accounting 
devices, they are unidimensional. Planned prices are rarely changed. 
When a discrepancy arises between the supply of and demand for a com- 
modity, it is dealt with by changing the planned quantities rather than by 
changing prices. !4 


Coordination 

1. Bureaucracy Coordination of the plan is carried out primarily 
through a vertically structured, self-coopting, self-purging bureaucracy 
(nomenklatura) characterized by interlocking directorships between Party 
and government personnel at all levels. The coordination is deliberate and 
manual, not spontaneous (i.e., if the planners’ hand doesn’t do it, it won’t 
get done) and administrative. The directorial line on responsibility 
prevails: each head of an administrative layer (the firm included) is re- 
sponsible to his immediate superiors for the fulfillment of the plan, but 
within the parameters of the plan’s norms he has full—not to say auto- 
cratic—authority over the layer he administers. (This encourages and is 
often denounced as “dictatorial style of work” at each layer and in each 
cell.) In a subsidiary way coordination is carried out by the legal and ille- 
gal market mechanism. Illegal coordination consists of counter-strategies 
by the population (based on spontaneously generated market information) 
that cause actual outcomes to deviate from planned output and input 
targets.}° 


13. On the parallel (underground, shadow, unregistered) economy in China, Anita Chan 
and Jonathan Unger, “Grey and Black: The Hidden Economy of Rural China,” Pacifice Af- 
fairs, Fall 1982, pp. 452-471. For the USSR, Aron Katsenelinboigen, “Coloured Markets in 
the Soviet Union,” Soviet Studies, February 1977, pp. 62-85; Gregory Grossman, “The 
‘Shadow Economy’ in the Socialist Sector of the USSR,” The CMEA Five-Year Plans 
(1981-1985) in a New Perspective (Brussels: NATO, Economic and Information Director- 
ates, 1982), pp. 99-115. 

14. For a good summary of prices in the plan, Gregory Grossman, Economic Systems, 2d 
ed. (Englewood Cliffs, N.J.: Prentice Hall, 1974), Figure 6-1, p. 108. 

15. “Since it is impossible to foresee the chance fluctuations and changes of life, to abide by 
the letter of the law would mean stifling life itself; it is only thanks to the counter-strategies of 
the population that the production and service units manage—even though at times with 
difficulty-—to function.” Istvan Kemeny, “The Unregistered Economy in Hungary,” Soviet 
Studies, July 1982, p. 364. In Hungary, “generally speaking, the formal organization system 
is capable of satisfying 50% of the tool requirements. If the workers were to accept this 
situation, they would not be able to carry out more than 50% of the factory’s production 
plan.” Ibid., p. 355. 
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2. Vertical coordination Most formal plan coordination takes place at 
high levels of the planning bureaucracy. This bureaucracy may be territo- 
rially decentralized, which has been the case in China, off and on, since 
1958. Administrative decentralization multiplies the verticality of coordi- 
nation without changing its essence. Coordination is brought about by 
resort to material balances and financial balances. Material balances are 
partial and disaggregated input-output tables. Key inputs are physically 
rationed through the material-technical supply network (in China the 
State Bureau of Supplies).!© These include many or most raw materials 
and capital goods. Capital funds are allocated to state sector firms as 
grants from the state budget and to a much lesser extent as credits from 
the state banking system. Labor is allocated by the central determination 
of firms’ funds for wages, tariff wage rates, and bonus regulations (.e., 
wage rates are set so as to equate the supply of labor—determined by the 
individual or household supplier—with the state-planned demand for la- 
bor). Additionally, in China, labor is administratively allocated to pre- 
scribed locations and places of employment (i.e., for all practical purposes 
there is no labor market, however imperfect, in China—lately some at the 
fringes). All planned transactions are made through accounts of the sell- 
ing and buying units held by the state bank. In the production sector 
money is passive (except when used to bribe officials). 


Motivation 

I. Vertical motivation As already noted, the price of state sector labor 
(wages) is set at a high level of the planning pyramid. Central control 
includes one or more of the following: determination of the absolute size 
of the wages fund allocated to firms, wage rates (based on state-determined 
job grades), (sometimes) average wage, and regulations concerning bonus 
payments to workers and firm managers (i.e., payments both into and out 
of firm incentive funds). On the other hand, the state firms’ budget con- 
straint is soft; there is every likelihood that a poorly performing firm will 
be bailed out by infusions of funds from the state budget (principle of im- 
mortality of the socialist firm). The constraint is only slightly harder 
where cooperative sector firms are concerned. 


16. J. M. Montias, “Planning with Material Balances in Soviet-Type Economies,” Ameri- 
can Economic Review, 49:4 (1959), pp. 968-985; Herbert S. Levine, “The Centralized Plan- 
ning of Supply in Soviet Industry,” in Comparison of the United States and Soviet Economies, 
Joint Economic Committee, U.S. Congress (Washington, D.C.: U.S. Government Printing 
Office, 1959), pp. 68-85; Nicholas R. Lardy (ed.), Chinese Economic Planning (White Plains, 
N.Y.: M.E. Sharpe, 1978); Vladimir Treml, Studies in Soviet Input-Output Analysis (New 
York: Praeger, 1977). 
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2. Stress on plan indicator fulfillment Positive and negative incentives 
to workers and managers are linked primarily to the fulfillment and 
overfulfillment of the plan, specifically to the fulfillment and overfulfill- 
ment of the top-ranked output, input, and financial (e.g., profits, costs) 
norms formulated by the planners for the firms. 


Property 

I. Nationalization All major nonagricultural means and organizational 
units of production and distribution are nationalized. In agriculture the 
means of production (including land) and farming units are either nation- 
alized (state owned outright) or collectivized (state ownership by proxy). 
As may be deduced from the verticality of information, coordination, and 
motivation, property rights vested in the custodians and managers of so- 
cialized assets (especially managers of state sector firms) are narrow. This 
is particularly true of profits, which are either entirely appropriated by the 
state budget or heavily taxed; investments, a residual right of firms to be 
financed out of the (small) retained portion of profits; and depreciation 
allowances, all or most of which are absorbed by the state budget. 


2. Residual restricted private property, domestic and foreign Nationalized 
and collectivized property coexists with private property, especially in ag- 
riculture (e.g., household subsidiary plots, or private farms as in Poland 
and Yugoslavia). Except for Poland, where private farming predominates 
numerically, the private sector in agriculture is residual. In all cases, pri- 
vate property—whatever the sector—is stringently restricted by state regu- 
lations regarding size of operations (including acreage), ownership of 
assets, number of employees, and frequently by discriminatory taxation. It 
operates in an environment in which the state is practically its only sup- 
plier of inputs and a major buyer of private output. The private sector 
functions in a hostile official climate; there is much petty and not so petty 
harassment, at. times outright class persecution. Joint state-private and 
cooperative-private arrangements are accommodated. Here, too, the activ- 
ities are residual and restricted. The system does not, as a matter of princi- 
ple, debar foreign private capital from participating in the economy 
through residual and restricted joint ventures, coproduction agreements, 
partnerships, compensation trade, and other organizational-legal arrange- 
ments. Such arrangements have Lenin’s doctrinal blessing (using the capi- 
talists to build socialism).17 More advanced forms of foreign private 


17. According to Lenin, “concessions [to foreign capitalists] are a continuation of class 
struggle in another form, and by no means a replacement of class struggle by class 
peace. ... Payment to concessionaires in the form of highly-valued products is undoubt- 
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property and market relations may be accommodated in special enclaves, 
insulated from the rest of the plan by an array of state regulations. 


China’s Economic Changes, 1976-84 


In the light of these eight institutional principles of the central administra- 
tive command plan, and bearing in mind the key role played in those prin- 
ciples by the concept of state control, let us now review the economic 
changes brought about by the post-Mao leaderships (Hua, Deng), and 
show that so far they represent adjustments of the system rather than sys- 
temic reform. Some thoughts on the future course of the changes are 
presented in the concluding section. 


INFORMATION 
Reform 
Reform of plan information requires two things. 

1. Vertical information reflecting planners’ prererences must be trans- 
formed into horizontal information emerging from the maximizing deci- 
sions voluntarily arrived at through direct lateral contracts by competing 
buying and selling units (marketization of information). Such horizontal 
information must be the predominant form of information in the system. 
Voluntariness and competition are pivotal to the transformation. 

2. Physical information expressed in nonsubstitutable quantities and 
unidimensional planner-set prices must be transformed into market price 
information that synthesizes for each commodity the multidimensional, 
relative scarcity (cost-utility) relationships involved in each and every 
transaction. Such market price information musi be the predominant 
form of information to which buying and selling units adapt as they wish. 

Under reform, 1 + 2 means that mandatory, addressee-specific, 
unidimensional, primarily quantitative information reflecting planners’ 
preferences is replaced by general, “pure,” synthetic price information re- 
flecting the opportunity costs in the system as these emerge from compet- 


edly a tribute paid by the Workers’ State to the world bourgeoisie; we do not seek to conceal 
the facts in the least but we must understand that it pays us to deliver the tribute if we gain 
thereby the recovery of our large-scale industry and a serious improvement in the condition 
of workers and peasants.” V. I. Lenin, Jzbrannye Proizvedenia (Selected Works), Vol. II 
(Moskva: Gosudarstvennoye Izdatelstvo Politicheskoy Literatury, 1939), pp. €31--632. Jo- 
seph Watstein, “Soviet Economic Concessions: The Agony and the Promise,” ACES Bulle- 
tin, Spring 1974, pp. 17-31. 
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ing, maximizing behavior of decision-autonomous buyers and sellers in the 
market. !8 


Adjustment 
In contrast with the two plan reform requirements, what have the post- 
Mao Chinese leaders done in the way of information changes? 

1. On balance, despite appearances to the contrary, the verticality of 
information in China’s economy has been strengthened since 1978. Before 
that time, and going back at least a dozen years to the beginnings of the 
Cultural Revolution, the issuance of commands at the top of the planning 
pyramid and the execution of those commands at the level of state and 
cooperative firms had been disrupted by the radical leftward adjustments 
that (by the late 1960s) had reduced the administrative edifice of central 
command planning to a shambles. Indeed, even during the first rightward 
adjustment years, 1961-65, central planning was carried out, by and large, 
on an ad hoc, emergency basis. That period was one of recovery from the 
intrasystemic institutional savaging of the plan by the Great Leap For- 
ward. As of 1984, the greater part of information in the nonagricultural 
sector of the economy and, markedly less in agriculture, took the form of 
mandatory current production and capital construction output and input 
indicators determined by a reconstructed central planning commission or 
local (provincial, prefectural) authorities and designed to reflect leadership 
preferences. In 1984 autonomous lateral exchanges of information among 
state and cooperative firms were an exception to the rule of vertical infor- 
mation flows, albeit an exception now encouraged by the authorities. 
Under the post-1978 adjustments, industrial enterprises,. after fulfilling 
their state output plan (tied to state-determined inputs), were allowed to 
sell any surplus output directly to users and obtain inputs through 
purchase, or more likely barter, directly from suppliers of such inputs, 
without going through administrative hierarchies. In 1982 roughly 20% 
of urban industrial output was sold on these quasimarkets, 

In the countryside the production responsibility system made similar, 
though broader and more flexible, provisions for peasant households. Af- 
ter paying (in kind) the agricultural tax and fulfilling their (obligatory) 
contractual quota deliveries of output to the state at state-set prices, plus 
sundry charges for collective capital and social funds, and various (often 
capricious) local surcharges, peasant families were free to market any sur- 
plus on village and urban fairs, reinvest it, put it in reserve, consume it on 
the spot, or whatever. The precise ratio of these mandatory deductions to 


18. Frederich A. Hayek, “The Use of Knowledge in Society,” American Economic Review, 
September 1945, pp. 519-530. 


564 ASIAN SURVEY, VOL. XXV, NO. 5, MAY 1985 


total output on the leased land (or “leased” non-crop household produc- 
tion) remains unclear. It may be as high as 50%. The income distribution 
function under this arrangement was vested for the most part in the pri- 
vate family unit.!° The movement toward reform (marketization and 
privatization) has been greatest in agriculture because of three factors: 
(a) the special characteristics of agricultural production (“for effective ag- 
ricultural production the manager and the producer should be the 
same’’);2° (b) the private unit (family) in which income distribution, land 
management (through long-term leasing), production arrangement, and af- 
ter-quota output disposal functions have been vested; and (c) the free mar- 
ket on which the surplus is sold. Similar, though narrower, provisions 
were made with respect to state and cooperative commercial undertakings. 
They included leasing small state shops to private individuals. The essen- 
tial point here is that autonomous decision making by producing units and 
the voluntary lateral exchange of supply and demand information has been 
permitted only after obligatory plan norms have been fulfilled. Under the 
adjustment, vertical information still came first, horizontal information 
second. . 

One way of quantifying this situation is to take the relative shares of 
retail sales handled through state, cooperative, anc private channels. In 
1983 state commerce handled 72%, collective commerce 17%, private ur- 
ban commerce 6.5%, and private rural commerce 4.5% of total retail 
sales. Thus, state and cooperative commerce accounted for 89% of retail 
sales, private commerce for 11%.?! However, these figures probably un- 
derstate the share of private commerce in overall trade for two reasons. 
First, a portion of state and cooperative commerce was carried on at “ne- 
gotiated” prices, which took some account of market forces, and were 


19. The rural production responsibility system, especially that part of it devolving produc- 
tion and income distribution responsibilities to households, has been amply discussed in the 
literature. E.g., Claude Aubert, “Chine rurale: la revolution silencieuse,” Projet (Paris), Sep- 
tember—October 1982, pp. 955-971, and “The New Economic Policy in the Chinese Country- 
side,” a paper presented at the 7th International Conference on Soviet and East European 
Agriculture, Grignon, France, July 9-13, 1984 (mimeographed); Du Runsheng, “Explaining 
China’s Rural Economic Policy,” BR, April 30, 1984, pp. 16-21, and “China’s Countryside 
Under Reform,” BR, August 13, 1984, pp. 16-21; Fang Tao, “Rural Responsibility System in 
Theory and Practice,” BR, April 19, 1984, pp. 27-29. On industrial adjustments, W. 
Byrd, “Enterprise-Level Reforms in Chinese State-Owned Industry,” American Economic Re- 
view, May 1983, pp. 329-332. On commercial adjustments, “Major Reform Under Way in 
Commerce,” BR, August 27, 1984, pp. 4-5. 

20. Du Runsheng, BR, August 13, 1984, p. 19. In October 1984 a similar argument was 
made in regard to state sector industrial and commercial firms. See section on the future, 
below. 

21. BR, August 27, 1984, p. 5. 
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often not far from the prices prevailing in urban and rural fairs. Negoti- 
ated prices cover mainly agricultural commodities not subject to state-set 
production or procurement targets, or produced above such targets 
(above-quota procurement). In 1982 state purchases of agricultural prod- 
ucts at negotiated and free market prices came to 21% of the total value of 
state purchases of these products (11.6% at negotiated prices and 9.4% at 
market prices).2* There was also a lively interregional trade conducted at 
quasi-market prices (“border prices”) even though the goods transferred 
were denominated in state prices. Second, many transactions were made 
on parallel, illegal markets at market clearing prices, plus bonus for risk. 
These, as we have seen, are normal and necessary accompaniments of the 
system, not registered by statistics. So perhaps it would not be far from 
the truth to estimate that from 25% to 30% of retail and agricultural pro- 
curement sales in China in 1984 unfolded in the marketized and partially 
privatized context, both marketization and privatization being restricted in 
various ways. Vertical plan information remained dominant, especially in 
the allocation of present and future producer goods, raw materials, energy, 
and transportation, “strategic” items all. 

It is the stated intent of the Dengist faction to extend the process of 
horizontalization and voluntarization of agricultural transactions (marke- 
tization of information) in the coming years.?* This is to be accomplished 
by the gradual abolition of the 30-year-old practice of the state’s having 
exclusive rights to purchase and sell certain agricultural products.*+ For 
the time being, however, to curb “blind market regulation,” the state will 
continue to purchase the greater part of grain, cotton, and other staple 
products at its own quota (“unified”) and above-quota prices (75-80 mil- 
lion tons of grain annually, for example). It will stand ready to buy any 
above-quota surplus at market prices. If the market price falls below the 
quota price, the state will buy whatever amount of grain is available at the 
quota price. “That is what is called a protective price. In this way, the 
peasants will have ‘double insurance,’ ” and the state will have a hefty 
subsidy bill. It can also be called reverticalizing the horizontal. “This pol- 
icy of state purchases will remain unchanged for a long time to come.” 

2. The above reflections suggest that in the post-1978 changes, market 
price information remained subsidiary. In regard to prices several adjust- 
ments were made in a piecemeal way. State purchase prices of agricultural 
products (e.g., grain, cotton) were raised (before the increase they 
amounted to almost confiscatory taxation). However, state retail prices for 


22. SYC’83, p. 388. 
23. Hongqi, No. 3, 1985. 
24. BR, January 7, 1985, p. 15. 
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the same items were not increased, or were raised less than proportion- 
ately. The gap between the two sets of prices was filled with large and 
growing state subsidies. Other changes were made in relative prices with 
the aim of providing motivation to this or that group of producers.*> Ur- 
ban wages were increased after two decades, bonuses and overtime pay 
were restored. Prices of industrial goods sold in the countryside were kept 
down: in 1983 the purchasing price index of farm and sideline products 
was 221 (1950= 100), while the rural retail price index of industrial goods 
was 148 (1950==100).2© All these adjustments of relative prices left retail 
prices divorced from wholesale and agricultural procurement prices (and 
domestic prices from world market prices) through an elaborate array of 
taxes and subsidies. Some state-set prices were allowed to float up to state- 
set maxima. Some wages were permitted to fluctuate in response to indi- 
vidual worker (and/or shop) performance under labor contracts. There 
was an enlargement of the sphere of negotiated prices and a narrowing of 
differences between these prices and prices on the free market. The vol- 
ume of transactions at free market prices increased absolutely and rela- 
tively (turnover of 125 billion yuan in 1978, 328 billion yuan in 1982).27 

Still, centrally-set prices remained dominant in both industry and agri- 
culture; most retail prices bore little or no relation to demand or to pro- 
duction costs as expressed in cost-plus industrial wholesale prices and state 
agricultural purchase prices; production costs were poorly computed 
(probably less well than in post-1966 USSR); domestic prices were out of 
joint with world market prices for internationally traded commodities; and 
price changes were made infrequently and sporadically (i.e., when supply 
and demand discrepancies occurred, targeted quantities were altered 
rather than prices). 

In sum, as of October 1984, the second principle of plan information 
had not been much dented. Individual prices and price relativities had 
been adjusted by the planners with specific objectives in view, but the price 
system had not been reformed. The price system remained subsidiary to 
administratively determined physical-technical indicators.28 Most prices 


25. Nicholas Lardy, “Prices, Markets, and the Chinese Peasant,” a paper presented at the 
12th Sino-American Conference on Mainland China, Airlie House, Virginia, June 9-12, 
1983, in King-yuh Chang (ed.), Perspectives on Development in the PRC (Boulder, Colo.: 
Westview Press, 1985). 

26. BR, August 27, 1984, pp. 4-5. 

27. SYC’83, p. 386. 

28. “Planning comes first, and prices second. This calls for first drawing up plans in ac- 
cordance with social needs [as perceived by the planners]; the next thing is to set rational 
prices for various products, and to see that these prices serve our plans, rather than separat- 
ing the two.” Hu Qiaomu, “Observe Economic Laws,” BR, November 17, 1978, p. 18. 
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(including prices of labor services) were still fixed at high levels of the 
planning pyramid, whether central or local (provincial, municipal). They 
remained unidimensional hit-and-miss expressions of planners’ prefer- 
ences, more or less precise accounting expressions of planner-determined 
physical resource allocations. They were not, however—not even re- 
motely—carriers of information about relative scarcities in the system.?? 
In those circumstances urging firms to make a “profit” made little sense 
from the standpoint of economic efficiency, as Kornai has pointed out. It 
merely meant the possible addition of new distortions on top of the old. 
As a matter of fact, in a typical year in the 1978 to 1984 period between 
one-quarter and one-third of state industrial firms were running at a finan- 
cial loss. 


: COORDINATION 
Reform 
Reform of plan coordination requires: 
i. the dismantling of the economic bureaucracy, and 
2. Abolition of vertical coordination through material/financial bal- 
ances and physical rationing of key inputs, and its replacement by sponta- 
neous market coordination. 


Adjustment 
What has been done in China since 1976 under these two headings? 

1. Between 1976 and 1978 the economic bureaucracy, badly shattered 
and demoralized by the Cultural Revolution, was rebuilt in all its First 
Five-Year Plan (1953-57) majesty, with former tributes and privileges re- 
stored, plus imported or foreign-donated computers. It was subsequently 
trimmed, rejuvenated, and professionalized to a degree.?? At about the 
same time the reborn Party bureaucracy was recitified, a process still going 
on. Of these events, the rebuilding of bureaucratic structures has been the 
most important: “like artifacts dug out of the ground.” The rest is merely 
correction of the bureaucrats’ “style of work,” an old story. 


29. An interesting example of “market information feedback” without market prices is 
provided by BR, July 16, 1984 (pp. 20-21), in an article praising the entrepreneurial, “serve 
the customer” spirit of one Bu Xinsheng, director of a shirt and blouse factory in Zhejiang 
Province. To obtain his “sensitive market information feedback,” Bu (1) set up a liaison 
office in Shanghai (“like a kaleidoscope, the city showcases the changes in style and fashion”), 
(2) regularly consulted his staff who took “every opportunity to observe new trends in the 
market on their business trips”; and (3) set up an information study office in his factory. 

30. Christopher M. Clarke, “China’s Organizational Revolution,” Ching Business Review, 
July-August 1982, pp. 9-11. 
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It is important to note that the reconstitution cf administrative struc- 
tures and control after the turmoil of the Culturel Revolution does not 
refer only to the rebuilding of central (national) structures and controls. It 
means also—some would say mainly—the reconstruction and strengthen- 
ing of the economic-administrative structures and powers of local authori- 
ties: governments (and the parallel Party units) of provinces, 
municipalities, prefectures, and counties.7! “Decentralization” in this 
sense means administrative redistribution of decision-making power from 
one set of bureaucrats to other sets. It does not mean the dismantling of 
the economic bureaucracy, nor does it mean economic decentralization—a 
term implying the devolution of allocative power tc basic economic units: 
buyers and sellers, consumers and independent firms. If, as some argue, 
administrative decentralization has been dominant in the post-Mao period, 
the result is likely to be the replacement of central by cellular vertical coor- 
dination, more not fewer obstacles to the introducticn of system-wide mar- 
ket coordination. In many ways local government control can be more 
thorough and detailed than central control over distant subjects. 

2. Keeping in mind that the essence of vertical coordination through 
material/financial balances and the physical rationing of key inputs is not 
gauged simply by the concentration of these control levers at the center, in 
Beijing, but by the fact of their being put in the hands of government (and 
Party) entities and their mandatory force on firms, recent data indicate 
that (a) there has been a reduction in the number of centrally planned 
(Beijing level) material balances since 1978, and (b) an increase in local 
government (provincial, municipal, prefectural, even township) control 
over the physical and financial allocation of resources. There has been, in 
other words, the balance data suggest, a more formalized and structured 
continuation of the cellularization of the administrative command econ- 
omy begun in 1958, interrupted in 1961-65, and blossoming during the 
Cultural Revolution (1966-76). In 1952 (ast year before the plan) the 
number of centrally determined material balances covering category I and 
II goods (widely used and specialized materials allocated by the State 
Planning Commission and central “branch” ministries) was 28; in 1953 
(first official year of the plan) the number rose to 96; in 1957 (last year of 
the First Five-Year Plan) it was 532. A year later, the first year of the 
Great Leap Forward, 1958, it fell to 132. Then during the “picking up the 


31. Christine Wong, “Material Allocation and Decentralization: Impact of the Local Sec- 
tor on Industrial Reform,” in Elizabeth J. Perry and Christine Wong (eds.), The Political 
Economy of Reform in Post-Mao China (Cambridge, Mass: Harverd University Press, 1985). 
I am indebted to Professor Wong for letting me have a copy of her valuable paper prior to the 
publication of this volume. 


JAN S.PRYBYLA 569 


pieces” period, 1961-65, it hovered at between 522 (1963) and 592 (the 
peak in 1964). It was 579 in 1966, down to the low 200s in the 1970s, and 
210 in 1978. Then in 1979-1981 it fell to the mid to high 60s (67 in 1981). 
Parallel to this development, local control over category I and II materials 
rose. In 1978, according to explorations by Christine Wong, key materi- 
als (e.g., coal, steel, lumber, cement, machine tools, trucks, nonferrous 
materials, pig iron) subject to local government balancing represented be- 
tween 20% and 67% of the total, but actually a larger slice since a signifi- 
cant part of the residual central component was turned over by the center 
to local governments for distribution. By 1982 local control of these 
materials ranged from 49% (coal) to 75% (cement).32 

In sum, 1 + 2 do not add up to any significant economic decentraliza- 
tion (lateralization, marketization) of plan coordination compared with its 
post-1957 condition. At the periphery, as always, coordination takes place 
through the agencies of legal and illegal markets. This is particularly true 
of nonstaple agricultural commodities and some cash crops. 


MOTIVATION 
Reform 
Reform implies: 

1. The marketization of positive and negative incentives to managers, 
workers, and farmers. This involves wage setting at the level of the pro- 
ducing enterprise or group of enterprises through lateral negotiations, i.e., 
removal of central determination of enterprise wages funds, wage rates, 
etc. It also requires labor mobility—the workers’ and managers’ right to 
move from job to job and geographically. It further requires that manag- 
ers have the right to hire and fire workers, and that unprofitable firms go 
bankrupt (i.e., a hardening of the firms’ budget constraint). 


32. Chu-yuan Cheng, China’s Economic Development: Growth and Structural Change 
(Boulder, Colo.: Westview Press, 1982), p. 210, from Tongji gongzuo (Statistical Work), Bei- 
jing, No. 13, July 14, 1957, pp. 29-31. Wong, “Material Allocation,” Tables 1 and 2 in the 
original paper. Earlier figures obtained by the CSCPRC Economics Delegation to the Peo- 
ple’s Republic of China, and published in the delegation’s Report (Washington, D.C.: Na- 
tional Academy of Sciences, 1980, p. 29) cite “about 600” materials that were to have been 
centrally balanced in 1979 (60 by the State Planning Commission, the rest by ministers), and 
800 in 1980. The only complaint was that at that time the input coefficients at the disposal of 
the Planning Commission were out of date. Cf. also Bruce Reynolds, “Reform in China’s 
Industrial Management: An Empirical Report,” in U.S. Congress, Joint Economic Commit- 
tee, China Under the Four Modernizations (Washington, D.C., 1982). Early reports on the 
proposed October 20, 1984, Central Committee Decision on changing the urban economy 
cited ‘120 industrial product categories subject to central planning” (balanced at the center 
or at the center and in the localities?). New York Times, October 14, 1983, p. 3. 


570 ASIAN SURVEY, VOL. XXV, NO. 5, MAY 1985 


2. Firm performance is judged exclusively by the criterion of profit 
expressed in market prices. Worker performance is judged in relation to 
the worker’s marginal revenue product. 


Adjustment 
What has happened in China under those two headings since 1976? 

1. There has been no marketization of the industrial wage structure, 
except at the periphery in newly legalized private employment. Central 
determination of enterprise wages funds, wage rates, and job grades has 
remained unchanged. Bonuses and premiums paid by firms out of the 
firms’ incentive funds were subject to central regulations, although these 
regulations were routinely violated by managements. Administrative re- 
strictions on labor mobility have also remained substantially unaltered. As 
of October 1984, labor allocation was still primarily the function of state 
labor bureaus. Job security in the state sector and immortality of socialist 
enterprises have remained by and large unchanged. There has been some 
slight increase in managerial rights with respect to the firing of workers for 
cause (especially in the special economic zones in joint Chinese-foreign 
firms), but not much, and the cause had to be of almost monstrous propor- 
tions. A few firms have been liquidated, the most conspicuously inefficient 
ones, but not many. The budget constraint remains soft, and the system’s 
investment hunger unsatisfied.73 Through the household production re- 
sponsibility system (baogan daohu) incentives to peasants have been signif- 
icantly marketized. The peasants eagerly respond to the lure of personal 
profits as this emerges from market transactions. Income inequality in the 
countryside is rising, giving the more left-leaning Party ethicists something 
to think about. The contractual responsibility system has been tried in 
industrial and commercial firms, but apparently with little effect because 
the basic production unit with which contracts are concluded is not a pri- 
vate unit (it is the state or cooperative firm); surplus produce is sold at 
negotiated or other neomarket, but not competitive market prices; and the 
use of retained firm profits is subject to many restrictions imposed by the 
state. 

2. Firm performance is judged by a variety of physical and financial 
indicators, of which planned profit (arising out of nonmarket, non-oppor- 
tunity cost prices) is one. Reports from the factory front suggest that wage 
rates have only a vague relation, if any, to the workers’ marginal product. 
On the other hand, profit has become an important success indicator for 
peasants for the portion of the after-quota output traded at village and 


33. On investment hunger as one of the results of soft budget constraints in the plan, Janos 
Kornai, Economics of Scarcity (Amsterdam: North Holland, 1980), Chapter 9. 
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urban fairs at market prices or sold to government or cooperative agencies 
at negotiated prices. 


PROPERTY 
Reform 


Reform of property requires: 

1. Denationalization and decollectivization of large segments of the in- 
dustrial, agricultural, commercial, financial, and other sectors of the econ- 
omy. Denationalization and decollectivization should be embodied in law, 
but what really matters is de facto privatization of property rights, that is, 
the vesting of very broad rights to the acquisition, use, and disposal of 
assets in the actual users and custodians of those assets, whether these be 
individuals, private corporations, true (not nominal) cooperatives, or gov- 
ernment-owned units. Broad rights to assets include the right of the firm 
to make capital investment and depreciation decisions; allocate its after-tax 
profits as it chooses (the taxes not being confiscatory); expand, diversify, 
innovate, branch out, relocate, contract, or liquidate its operations; and be 
in charge of its wages policy through direct negotiations with its (indepen- 
dently unionized, where need be) labor force. The last requires the freeing 
of the labor force; the workers’ ability to respond directly and laterally to 
wage offers by firms, and to move freely in and out of employments and 
locations—i.e., the ownership of “labor power” alienated by the state must 
be returned to the worker. 

An important but often unmentioned practical consideration in the 
privatization of plan property is the need to break up large state oligopolis- 
tic and monopolistic firms, trusts, associations, and other units. Privatiza- 
tion and the freeing of prices on which privatized decisions are based must 
be accompanied by interfirm competition, not by the transformation of 
public into private monopolies. Almost all centrally planned economies 
(China somewhat less than others) exhibit very high industrial (and agri- 
cultural) concentration ratios, due in large part to the planners’ preference 
for small numbers of large units that are easier to control from the center 
than large numbers of small units.4+ Consideration of economies and dis- 
economies of scale should enter into the break-up decision, but the state 


34. In 1979 there were 702 industrial firms in Hungary and 6,830 in Austria. Nearly half 
of the Hungarian firms were organized into 24 trusts, i.e., there were in fact only 364 in- 
dependent firms. Of these 24 trusts and 364 independent firms, 12 accounted for 40% of 
fixed capital and 8 received 50% of government subsidies to industry. The Hungarian case, 
although among the more extreme, is not atypical of industrial concentrations under the plan. 
Bela Balassa, Reforming the New Economic Mechanism in Hungary (Washington, D.C.: 
World Bank, Staff Working Papers, No. 534, 1982), p. 29. 
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socialist dogma of “big is beautiful,” the automatic identification of large 
scale with large economies, has to be qualified. 

2. Privatized property in the above sense must become predominant in 
the system. 


Adjustment 
What has been done so far in China to privatize property? 

1. Developments have been somewhat contradictory. 

(a) The ideological and legal attitude toward private property rights 
has become significantly more benign than before 1978. This applies to the 
state’s and Party’s attitude toward peasant household (“private”) plots, 
household subsidiary activities (including handicrafts), and marketing of 
private plot produce and household subsidiary production goods on village 
and urban relatively free markets. (The markets are relatively free since 
local cadres still meddle with them to curb “profiteering’’). The size of 
household plots has been roughly doubled and now constitutes about 15% 
of arable land. Peasants are permitted to own some means of production 
(including small tractors) and transportation (including carts, trucks, 
motorcycles), as well as draft animals. They are allowed to engage in long 
distance trade for private profit. In urban areas small private enterprise is 
encouraged mainly but not exclusively in consumer services. In 1983 self- 
employed workers in cities and towns represented 2% of the state and 
cooperative labor force. In 1955 they constituted 3%, and 1% at the 
height of the last rightward adjustment (1963). The more positive attitude 
of officialdom toward the urban private sector is due in large measure to 
urban unemployment, which the state is unable to handle by itself, and to 
the erosion of the quantity and quality of consumer services since their 
socialization in the early and mid-1950s, with unfavorable repercussions 
on work motivation. 

(b) There has been de facto privatization of property rights in agricul- 
ture under the system of production responsibility to households. Here 
privatization has resulted in the creation of a system of tenant farming. 
The state is the landlord who receives a quasi rent in the form of the con- 
tractual delivery quota of produce at state-set prices, which have been typi- 
cally lower than free and negotiated prices for equivalent goods. Legally 
land remains socially owned; however, extensive rights of use are granted 
to peasant families with respect to tracts of land rerted from the collective 
unit (production team) for as long as 15 years. Land tracts may be consol- 
idated to reap economies of scale but they cannot de sold by the tenants. 
Where land is consolidated, the transferor is entitled to compensation for 
the private investment he has made in the land. The change, especially 
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since the promulgation of Party Central’s Document No. 1 in early 1984, 
skirts systemic reform.*5 There is no doubt that there has been much im- 
provement in the agricultural situation (in output, productivity, and per 
capita income) and that this improvement has been due, for the most part, 
to the partial but quite extensive marketization and privatization of pro- 
duction relations in the countryside. The rural contract system has 
worked because it has given a private production unit (the family) the right 
to arrange its production schedule as it sees fit—subject to the quota con- 
straint—and has permitted this private unit to sell its after-quota produce 
at market (or near-market negotiated) prices, and distribute its income as 
it wishes. It has also of late given this private unit some entrepreneurial 
latitude to merge, branch out, specialize, diversify, and liquidate unprofita- 
ble lines. There has been a great increase in peasant interest in farm tech- 
nology of all kinds and in the acquisition of mechanical aids to production, 
and a considerable movement toward household specialization in farm- 
related trade, service, and transportation tasks. There are, however, still 
many restrictions on the exercise by the private production units (families) 
of their property rights of use, not least of these being the state’s monopo- 
listic position with regard to the supply of industrial producer goods, cur- 
rent inputs (e.g., electricity, chemical fertilizer), and consumer goods, and 
the state’s important position as buyer of farm produce under the quota 
(and above quota). These restrictions are far-ranging, but cannot be dis- 
cussed here.?ć Their existence, as well as what appears to be fairly wide- 
spread hostility of local Party cadres to the tenancy system, and economic 
problems of excessive land parcelization caution against drawing sanguine 
conclusions regarding the degree of privatization, its reformist status, and 
alleged irreversibility.37 

(c) In industry and commerce, movement toward privatization has 
been of a seesaw character. A modified version of the rural production 


35. On Document No. 1, Inside China Mainland (Taipei), May 1984, pp. 1-8. The agri- 
cultural changes in China resemble, under the four institutional headings, what elsewhere 
(The Bird in the Cage) | identify as the “liberal” adjustment of the Stalin plan. 

36. I discuss these restrictions in a paper, “What’s Going On in the Chinese Economy,” 
presented to a seminar on U.S.-China Relations at the Heritage Foundation, Washington, 
D.C., in December 1983. The paper is scheduled to appear in The American Asian Review, 
St. John’s University, New York. 

37. On the hostility of party cadres and other problems, Ts’ai Ming-ch’in, “The Burden on 
the Peasantry: An Analysis of Mainland China’s Rural Economy,” Jssues and Studies 
(Taipei), April 1984, pp. 30-47; China News Analysis (Hong Kong), No. 1251, January 2, 
1984, pp. 1-13; Chen Ting-Chung, “Agriculture in Mainland China: Reform and Problems,” 
a paper presented at the 13th Sino-American Conference on Mainland China, Taipei, June 
12-15, 1984 (mimeographed, to appear in Conference Proceedings, Institute of International 
Relations, Taipei, 1984). 
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responsibility system was adopted in this sphere and the rights of manag- 
ers have been expanded, nominally at least. A State Council decree of 
May 10, 1984, granted state industrial firms the following rights (which 
are also pertinent to Coordination, above): 


(i) To produce whatever is needed or is in short supply after fulfilling the state 
plan. 


(ii) To sell products they retain for themselves, products in excess of state quo- 
tas, their own trial-produced or overstocked items, and those refused by state 
purchasing agencies (tax is levied on such sales). 


(iii) For the means of industrial production which they sell themselves and the 
products exceeding state quotas, firms have the right to set prices within a 20% 
range of the state price or to negotiate prices with buyers, but they must abide 
by state prices for the means of livelihood and the means of farm production. 


(iv) The right to choose suppliers when they order state-distributed 
(“funded”) raw materials. They may also obtain raw materials directly from 
producers without going through state monopoly suppliers. 


(v) To decide whether their share of profits goes into expanding production, 
trial production of new products, reserve fund, workers’ welfare, or bonuses. 


(vi) To lease or transfer with compensation unneeded machinery or other fixed 
assets. However, the income must be used to upgrade or renew their own facili- 
ties. 


(vii) To decide on the setting up of organizations and to assign their staff so 
long as they stay within their authorized sizes. 


(viii) The director has the right to appoint or dismiss cadres under him. His 
deputies, however, are subject to approval from above. The director and the 
Party secretary are still appointed by the higher competent departments con- 
cerned (nomenklatura). The director has the right to reward and punish his 
workers and staff, with promotions, wage hikes, “and even disciplinary dismis- 
sal.” 


(ix) Directors have the right to employ workers on the basis of examinations 
under the guidance of state labor recruiting agencies. They have the right [but 
do they have the power?] to reject forced assignments from higher agencies. 


(x) The right to adopt any wage system in line with state standards. Factory 
directors may promote 3% [why not 13%?], of their workers each year, with 
the increased wages counted as cost of production (on the basis of state-set cost 
calculations). 


(xi) The right to enter into joint projects which cut across official divisions, as 
long as the firms maintain their present system of ownership, finances, and 
subordinate relationships.?® 


38. “Businesses Enjoy Expanded Powers,” BR, June 18, 1984, pp. 10-11. M. Lockett and 


JAN S. PRYBYLA 575 


These rights (probably narrower in actual observance than they appear 
on paper) are not reform-like extensions of property related rights of enter- 
prises. Notice the qualifications attached to each right. Moreover, the in- 
dustrial privatization, such as it is, operates within a context of state-set 
prices or, in marginal instances, with small (20%) deviations from such 
prices. 

(d) There has been no privatization of the financial and credit seg- 
ments of the economy.*? 

2. The above reflections suggest that, with the possible (but carefully 
qualified) exception of agriculture, private property in both its de jure and 
de facto senses remains subsidiary to and restricted by state and collective 
property. 


The Future 


BEYOND 1984: MORE ADJUSTMENT OR 

REFORM? 
Between 1978 and 1984 the Chinese economy had done well. It had done 
well, as noted, in certain respects and in certain sectors, especially in agri- 
culture where some adjustments almost bordered on reform. The respects 
in which it had done well have to do first with quantitative growth. Com- 
pared with the past, there have also been qualitative improvements in the 
partially marketized and privatized agriculture. Urban consumers bene- 
fited from the upsurge of farm output, the revival of urban fairs, and the 
reorientation, compared with the past, of planners’ goal priorities more in 
favor of industrial goods production. “Consumer costs” (the cost of 
queueing and other frustrations of the sellers’ market) have been reduced. 
The respects in which the economy had done poorly relate to qualitative 
performance in industry, trade, and transportation. There have been seri- 
ous problems here of bottlenecks, waste, inefficiency, incompetence, and 
sloth so disturbing, in fact, that the Dengist leadership announced in the 
summer and fall of 1984 its intention to introduce “revolutionary” changes 
in the structure of the plan.4° The changes were approved by the 12th 


C. Littler, “Trends in Chinese Industrial Management, 1972~1982,” World Development, 
No. 8, 1983, pp, 683-704. 

39. “Banking Reform Favors Centralization,” BR, April 9, 1984, pp. 16-18. 

40, These disturbing problems include, among many others: heavy burden of financial sub- 
sidies; the fact that between one-quarter and one-third of state industrial firms operate at a 
financial loss; acute shortage of energy (especially electricity), which chronically idles from 
20% to 30% of industrial capacity; very high energy and materials consumption rates 
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Central Committee meeting of the Party on October 20, 1984. They are 
going into effect in 1985 and are to be basically implemented by 1989. 
The measures adopted on October 20 suggest that the Chinese leader- 
ship now understands intellectually that surrogate actions substituting for 
reform, while helpful, are palliatives and that the substance of the eco- 
nomic problem lies in the totality of the economic system. The Hungari- 
ans had reached this understanding earlier: “it is impossible to achieve a 
consistent organic link between central planning and the growing role of 
the market mechanism merely through a series of tiny changes.”*! This 
conceptual grasp, plus a political consensus (“initiated from above, but 
supported from below by the majority of the people”) has led the Hun- 
garian economy in a halting progression toward a liberal neoclassical vari- 
ant of the (classical) plan first fashioned by Stalin, but stopping short of 
systemic transition.4* Indeed, for the Chinese, now embarked on a second 
wave of changes, a careful study of the ups and downs and limitations of 
Hungary’s New Economic Mechanism (NEM) since 1968 is bound to be 
most instructive. Even though the two countries are obviously different, 
they both address themselves to the problem of rehauling a system of eco- 
nomic organization almost identical in its origins. In that systemic context 
the same general principles apply. One great advantage the Chinese have 
over the Hungarians is that they are not obliged to look over their shoulder 
all the time to make sure that the Soviets do not disapprove. But, like the 
Hungarians, they must keep a sharp lookout for hostile internal reactions 
to the proposed changes because, as Hungarian economist Janos Kornai 
puts it, these changes resemble “‘a hot furnace that produces iron and slag 
simultaneously,” achievements in efficiency, but also possibly inflation, un- 
employment, income redistribution, budgetary shocks, as well as offenses 
against abstract socialist ethics, “such as the chase after money, ruthless 


(among the highest in the world; with a gross domestic product one-quarter that of Japan, 
China consumes the same amount of energy as Japan to produce it); poor assortment and 
quality (internationally noncompetitive) of industrial products; investment gluttony; declin- 
ing efficiency of capital in industrial uses; trade channel bottlenecks (the socialization and 
monopolization of commerce being responsible); technological retardation and difficulty ex- 
perienced in diffusing and efficiently utilizing imported technology; excessive parcelization of 
land under the production responsibility system—each household at one time received at 
least 10 parcels of land of varying quality to satisfy equity criteria; a deficient motivational 
system in industry and commerce; and so on. 

41. Rezsö Nyers, “Interrelations Between Policy and the Economic Reform in Hungary,” 
Journal of Comparative Economics, September 1983, p. 216. 

42. Prybyla, The Bird in the Cage, Chapter 1, “Market and Plan: Typology of Plan Mod- 
els.” The basic characteristics of the neoclassical liberal plan are examined in Chapter 10. 
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self-exploitation, clever maneuvering, and corruption.”*? These are pres- 
ent in the plan as it now operates, side by side with inefficiency, but they 
exist in the shadow, underground, and behind closed doors. Liberalization 
of the plan makes them visible. 


Intent Versus Implementation 

What we are about to discuss—the Decision of the Party’s 12th Central 
Committee on changes in the economy—is the intent of the top leadership 
as presently constituted. Given the dictatorial makeup of China’s polity 
and, therefore, the many means available to the leaders to translate their 
perception of what needs to be done into action (“seek facts from truth”), 
the intent is not unimportant. But the dictatorship of the proletariat is 
composed of many small dictators, each with his own ideas, constituencies, 
and particularistic interests, sometimes consonant, sometimes not, with the 
central intent. Within such a pluralistic monolith there are many pitfalls 
between intent and implementation; at its most innocuous, “endless wran- 
gles.” But now in China, as earlier in Hungary, “at least there exists a 
general rule from which exemptions may be made.”44 And the rule is 
moderately reformist compared with the economy’s Stalinist and left-radi- 
cal pasts. The reference point from which allowable deviations are mea- 
sured has been changed. 

The Decision is directed primarily at the urban industrial and commer- 
cial economy, the large state sphere which, so far, has been the object of ad 
hoc adjustments and special case experiments, with apparently few effi- 
ciency outcomes. However, by addressing itself to the state sector (includ- 
ing prominently the system of state-set industrial wholesale and retail 
prices, wages, and central material allocations), its potential consequences 
affect the economic system in its totality.4° The ideas underlying the in- 
tended changes are similar to those that have been applied—albeit against 
stiff resistance—in the rural collective economy since 1979. They are, 
therefore, decentralizing (marketizing and privatizing) in temper. Like the 
rural reform-skirting adjustments, the urban changes are to be imple- 


43. Janos Kornai, “Comments on the Present State and the Prospects of the Hungarian 
Economic Reform,” Journal of Comparative Economics, September 1983, pp. 250-251. Add 
to this, among others, the real possibility of increasing income disparities, inflation, unem- 
ployment, and restructuring of state budgetary revenues. 

44. Tamas Bauer, “The Hungarian Alternative to Soviet-Type Planning,” Journal of Com- 
parative Economics, September 1983, p. 309. 

45. In 1982 the state sector (excluding state farms} employed well over 80 million people; 
35 million in industry. It contributed in taxes and profits roughly 80 percent of the state’s 
budgetary revenue. 
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mented within five years (by 1989). The obstacles in the way of implemen- 
tation are likely to be more formidable than they have been in agriculture. 
The agricultural sector was at the outset collective, that is, less bureaucra- 
tized than the urban state sector; lower level officials (e.g., production team 
leaders) were part-time working peasants. It was more privatized in the 
sense that the notion of “land to the tiller” had not been altogether lost 
even after thirty years of socialization. (Soon after the household produc- 
tion responsibility system was introduced, peasants began to dig out their 
land deeds dating back to the land reform of the late 1940s to early 1950s). 
The idea of private property was structurally preserved in the household 
(“private”) plot. The rural collective economy was most of the time more 
marketized than the urban state sector; a portion of the household plot and 
collective above-quota produce was sold at fairly competitive prices on ru- 
ral fairs. 

There is another, more subtle, obstacle to the implementation of leader- 
ship intent, and this has to do with the intent itself. The leaders do not 
want less control over the economy. What they want is more effective and 
efficient control. They seem to have been persuaded by reformist econo- 
mists that this can be accomplished by discarding much of the crude old 
Stalinist baggage of controls and replacing it with more flexible, less visi- 
ble, more indirect, monetized control levers that “combine uniformity with 
flexibility.’ Hungarian experience—highly relevant here—warns that 
what actually happens is that formal vertical relationships between firms 
on the one hand, and planners on the other, are replaced by informal verti- 
cal relationships. The enterprise manager proposes, the planner (now 
“consultant’’) still disposes.*° 


THE DECISION OF OCTOBER 20, 1984: 

CHINESE INTENT AND SOME LESSONS 

FROM HUNGARIAN IMPLEMENTATION 
In the following pages the intent of the 12th Central Committee Decision 
with regard to changes in China’s economy is examined in the context of 
the basic principles of the plan. Because the Chinese intent in this context 
is strikingly similar to what the Hungarians had intended to do in 1968-71 
and again beginning in 1979, some lessons drawn from the Hungarian ex- 
perience with implementation are cited for educational purposes (“The dif- 
ficulties come in the course of implementation,” Kornai). The Hungarian 


46. “In practice, enterprises are controlled by the central organs, by the ‘visible hand,’ 
without use of the direct methods of immediate control.” Rezsö Nyers and Marton Tardos, 
“Enterprises in Hungary Before and After the Economic Reform,” in William Bavmol (ed.), 
Public and Private Enterprise in a Mixed Economy (London: Macmillan, 1980), p. 187. 
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economy, it should be noted, remains well within the liberally adjusted 
plan system. In many respects the intent represents a codification and 
generalization of the directives promulgated by the State Council on May 
10, 1984, mentioned earlier in our discussion of the privatization of prop- 
erty rights. 


Information 

1. There is to be less verticality of information. This is to be accom- 
plished by reducing the scope of mandatory planning presumably originat- 
ing in all administrative divisions (whether central or local) and extending 
guidance (or indicative) planning and the operation of the market.*?7 How- 
ever, mandatory planning will not be altogether done away with. It will be 
retained for “major products” and “major economic activities that affect 
the overall situation” (a catch-all caveat). Presumably, major products in- 
clude primary energy, some raw materials, steel, large machinery, syn- 
thetic fibers, newsprint, and basic farm produce presently subject to state 
procurement, and even cigarettes.4® In other words, verticality on major 
issues and something approaching horizontality on minor issues. There is 
an implication here that enterprises will be able to enter into lateral con- 
tracts with each other (“the enterprise has the power. . . to plan its pro- 
duction, supply, and marketing”) but nothing precise. 

2. The system of state-set industrial wholesale, retail, and agricultural 
procurement prices and wages is to be changed. The intent is to gradually 
reduce “the scope of uniform prices set by the state and appropriately en- 
large the scope of floating prices within certain limits and of free prices.” 
This sounds like a cautious marketization of the price system. However, 
as noted above, the prices of key materials and fuels and capital goods will 
remain centrally set. This means that despite a reduction in the nominal 
control over prices, effective control through control of input prices is 
likely to remain significant. There is also the question of the relative 
weights to be attached to each price. To say that the proportion of free 
and floating prices in the economy will rise from, say, 30% to 60% still 
leaves unanswered the question of what share of intermediate and final 
consumption the freely priced goods represent. The intent to enlarge the 


47. “Decision of the Central Committee of the Communist Party of China on Reform of 
the Economic Structure.” Adopted by the 12th Central Committee of the Communist Party 
of China at its Third Plenary Session on October 20, 1984, Beijing Review, October 29, 1984, 
pp. I-XVI. The Shenzhen Special Economic Zone near Hong Kong has become the model 
for changes in the urban economy envisaged by the Decision. “A Mirror for Urban Eco- 
nomic Reform,” BR, December 3, 1984, pp. 19-22. 

48. Washington Post, October 21, 1984, p. A29. 
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scope of nonplanned prices is riddled with qualifications. For example, 
increases in state retail prices for basic foods (to bring these prices more in 
line with production costs and state procurement prices) are not to result 
in a lowering of urban households’ real incomes. In the absence of an 
immediate upsurge of productivity and output, this implies money wage 
increases or some form of cost of living subsidy. Increases in materials 
prices must be absorbed by the firms through increased efficiency of mater- 
ials utilization—an unlikely story. “Boosting prices at will” by enter- 
prises—which are to have the right to set the prices of their products 
“within limits prescribed by the state”—is “absolutely impermissible.” In 
light of the high industrial concentration ratios in some sectors of the Chi- 
nese economy, it is only to be expected that given more or less free reign, 
state enterprises in a setting of monopolistic competition will do what 
comes naturally: boost prices at will. So there must be competition, and 
the Decision has some nice things to say about it. However, “as for some 
undesirable trends and unlawful acts that may appear in the course of 
competition, the relevant leading organs at various levels should keep a 
clear head and strengthen education and control and tackle such problems 
in earnest.” This is tantamount to giving the bureaucrats license to kill 
competition. Competition may necessitate the breaking-up of some of the 
big firms and loosening up of local protectionism, but the Decision has 
nothing to say on this. Nor does it say anything about foreign competition 
and the alignment of domestic prices for export goods and import substi- 
tutes with world market prices. Presumably, for the time being, the insula- 
tion of the domestic from the world price system will continue. 

If fully carried out, 1 + 2 adds up to a less vertical, less physical infor- 
mation system, but one well within the boundaries cf the plan. The likeli- 
hood of 1 + 2 being fully carried out is not great. =ven a modest freeing 
of prices will have repercussions on relative profitabilities of firms (running 
to one’s ministry or local bureau for protection), the general level of prices 
(up), income distribution (more unequal), and budgetary revenues and ex- 
penditures, all of which will present an irresistible temptation for bureau- 
crats to intervene in the price system through general and specific 
administrative orders, subsidies, and differentiated taxes. This has been 
the experience of Hungary.*9 


Coordination 
1. The Decision promises to promote “thousands upon thousands” of 
younger managers, put the older incompetents out to pasture, “‘unhesitat- 


49. Kornai, “Dilemmas of a Socialist Economy.” Rudolf L. Tékés, “Hungarian Reform 
Imperatives,” Problems of Communism, September-October 1984, p. 12. 


JAN S. PRYBYLA 581 


ingly change the working style” of the bureaucratic hordes, and favor in- 
tellectuals. There is no indication that the vast economic bureaucracy will 
be dismantled or even significantly reduced in numbers. The Party’s grip 
over the economy, a cause of constant grief in all state socialist economies, 
shows no signs of being relaxed. On the contrary, Party leadership is to be 
strengthened “to ensure the success of the reforms,” and the Party is to 
give “meticulous guidance.” “Any reform involving the overall situation 
or one that is extensive in scope must first be approved by the State Coun- 
cil.” The control imperative is carefully preserved. 

In China, as in Hungary, middle-level managements and middle-level 
Party cadres have been by and large unenthusiastic about the agricultural 
adjustments and are likely to be unhappy with the proposed urban 
changes. They would be the first to be put out of business if marketization 
and privatization were seriously pushed. Greater independence involves 
greater personal responsibility, which these people are neither intellectu- 
ally nor temperamentally equipped to handle. The better part of their ca- 
reers has been devoted to blurring the locus of responsibility, dissolving it 
in the faceless mass of bureaucracy. 

2. Earlier reports on the Decision suggested that the number of cen- 
trally prepared material balances would be further reduced.°° Although 
the Decision does not explicitly address itself to this question, a reduction 
in balances, whether centrally or locally set, is implied in the proposed 
extension of the realm of free and floating prices. Neither does the Deci- 
sion discuss the future of central materials rationing and the possible par- 
tial or total commercialization of wholesale distribution. Partial 
commercialization of the distribution of some materials, capital goods, and 
semifinished products has been practiced for some time, but spottily.>} 

In this connection the experience of Hungary is instructive. Hungary 
under the NEM has eliminated material (and financial) balances as a sys- 
tem and has introduced free trade in materials, semifabricates, and most 
investment goods, i.e., it has eliminated the material-technical supply net- 
work as a system.>* Firms have the right to enter new markets for prod- 
ucts and obtain inputs through multiple channels. Self-investment by 
firms, while small, is substantially larger than in most other state socialist 


50. New York Times, October 14, 1984, p. 3. 

51. Christine Wong, “Material Allocation,” (paper), pp. 2ff. 

52. Tamas Bauer, “Hungarian Alternative,” pp. 306-307. A comprehensive analysis of 
the Hungarian NEM adjustments may be found in Paul Marer, “Hungary’s Economic Re- 
forms: From Traditional Central Planning to Market Socialism,” in Joint Economic Com- 
mittee, U.S. Congress, Studies on the Economies of Eastern Europe (Washington, D.C.: U.S. 
Government Printing Office, 1984), pp. 57-90. 
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economies (e.g., centralized building construction accounts for 20-30% of 
all projects; typically 70% in other countries with planned economics). 
However, there is evidence that formal administrative coordination has 
been replaced by informal verticalization, as already noted: 


What has replaced control by direct planning is central control via indirect in- 
struments, mainly through selective financial policy and through informal com- 
mands, . . . These new forms of control are. . . much more selective than the 
preceding system of direct control.>* 


Democratic-centralist bargaining about plan figures between the enterprise 
and successive layers of superior administrative authorities is no longer the 
main activity of enterprise managers.°* But vertical bargaining (coordina- 
tion) persists: 


At most some shift took place in respect with whom the bargaining is worth- 
while. At first the main partner in the bargaining was the ministry, directing 
the production; later it was the financial authorities and the National 
Bank. ... Now the weight of the price authority, its power over the enter- 
prises, has grown.>> 


This vertical process of comradely “cooperation” and “mutual informa- 
tion” is especially important in the crucial area of investment. Notice that 
the right of firms to “freely” buy machines, materials, etc., is also largely 
formal because of the continued presence of a sellers’ market (input scar- 
city) in which the buyer’s status is not that of a sovereign but that of a 
beggar. 

This seems to be the general direction in which China’s economy will be 
heading if the October 1984 Decision is implemented. 


Motivation 
1. “On the premise of following the state plans and subjecting itself to 
state control,” the state enterprise, according to the Decision, has the right 
“to decide how to recruit and use its work force, and on wages and re- 
wards.” The right is vague and general, despite a later clarification by 
Zhao Ziyang that “the eight-grade [basic] wage system will soon be abol- 
ished in enterprises.”*° It is unlikely that the center will permit control 


53. Tamas Bauer, “Hungarian Alternative,” p. 310. 

54. Ibid. 

55. Janos Kornai, “Dilemmas of a Socialist Economy,” p. 232. 

56. “Zhao on Price and Wage Reform,” BR, January 7, 1984, p. 15. The eight-grade basic 
(tariff) wage scale (originally copied from the Soviets) is fixed by the central planners and is 
not easily manipulated by enterprise managements. Its removal would imply prima facie an 
extension of managements’ rights with respect to wage determination, provided it was not 
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over state sector wages to slip out of its hands. This has not happened 
even in Hungary. Some form of wage control by the center will surely be 
maintained, either through control over the absolute wages fund, or aver- 
age wages, or continued administrative control over labor mobility. The 
same applies to bonus distributions, although here central control is more 
elusive. 

The enterprise is also given the nominal right to “appoint, remove, em- 
ploy, or elect its own personnel according to relevant regulations.” This 
right to hire and fire will run up against at least four obstacles. On the 
hiring side there is no labor market. The bulk of labor is administratively 
allocated, and the Decision has nothing to offer for the future on this sub- 
ject. On the firing side, the right will have a difficult time becoming opera- 
tive in the context of the socialist ethic of employment tenure in the state 
sector. On both the hire and fire side, there is the absence of a truly in- 
dependent workers’ bargaining agent. The expedient of “elected workers’ 
representatives” and government trade unions which the Decision men- 
tions and through which the workers are to “participate in democratic 
management of the enterprise” is a sham. Lastly, the right to designate, 
appoint, and dismiss “leading members of the enterprise or approve their 
employment and election” will continue to be vested in the state’s nomen- 
klatura. So the enterprise manager remains vertically responsible to state 
authorities, not laterally answerable to his workers and customers. Within 
the enterprise the directorial principle is reasserted: ie manager is fully 
responsible for the conduct of the firm. 

And who will decide whether a firm is to be erupted removed to 
another place, switched to other lines of production, merged, suspended in 
its operations, or liquidated? The Decision makes these the responsibility 
not of the emerging market, but of the state authorities. In Hungary, in 
1980, only three enterprises were allowed to fail; eleven others were 
merged with other firms to prevent their liquidation. When new “‘competi- 
tive prices” showed that by the criterion of profitability many enterprises 
should go under, the old profitabilities were quickly restored by subsidies, 
differentiated taxes, and other redistributive devices. Profit distributions to 
workers (profit sharing) and bonuses to managers were then made to de- 
pend on profitability after the subsidy. Managers thus came to maximize 
their subsidy receipts as a major means to enterprise success. What was 
intended to be a reform—enterprise efficiency judged by market prices— 
became an adjustment of subsidies and taxes. There has been no notice- 
able hardening of the firms’ budget constraint. 


replaced by other forms of central wage control. The likelihood that the state will permit 
wages to be set by quasi market forces is just about nil. 
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2. The implication of the proposed changes in prices contained in the 
Decision is that profit will become the main indicator of enterprise per- 
formance to which managerial and worker rewards are tied. This is not 
stated in so many words, in fact in no words, but the intent is there behind 
the proposed changes in the information mechanism. However, even in 
Hungary, which has gone farthest in marketizing its price information and 
dismantling its balances and material supply rationing, profit is only one of 
several indicators of firm performance. Other criteria have at various 
times included the fulfillment of delivery obligations under Council of Mu- 
tual Economic Assistance (CMEA or COMECON) contracts, export of 
goods to hard currency buyers, cost reductions, provision of consumer 
goods for the domestic market as judged opportune by the authorities 
(“consultants”), and so on. Besides, as has just been said, profit and profit- 
ability have not usually been expressed in competitive market prices. In 
these circumstances, after sixteen years of “reform,” profit is quite useless 
as a synthetic expression of the efficiency of firm operations. 

The Decision proposes to extend the system of contracted jobs to indus- 
try and commerce, an extension of the rural household responsibility sys- 
tem (which, however, has not worked well outside agriculture). The idea 
is to combine “responsibility, authority, and benefit” by linking the income 
of workers and staff to job performance under the contract, and get away 
from the excessive “‘equalitarianism” in wage anc——particularly—bonus 
payments which has marked Chinese industry over the years. 


Property 
1. There is to occur a separation of state ownership of enterprises and 
actual enterprise management. The intent is to expand the nights of firm 
managements, including property rights in enterprise fixed assets and prof- 
its. Profits, instead of reverting to the state budget in their entirety, will be 
subject to a tax. The firm would have the power to “keep and budget 
funds it is entitled to retain,” i.e., to distribute its efter-tax profits among 
internal enterprise funds (bonus fund, social fund, production develop- 
ment, or investment fund). These are not novel proposals, certainly not 
reforms. Even in Hungary where such measures have been broadly imple- 
mented, independent investment by firms remains subsidiary and non- 
price rationing rules allocate investment in accordance with plan priori- 
ties.°? Moreover, in the absence of binding budget constraints on the firm 
(i.e., no bailing-out by the government, the right not only to soar but to — 


57. Laura D’Andrea Tyson, “Investment Allocation: A Comparison of the Reform Expe- 
rience of Hungary and Yugoslavia,” Journal of Comparative Economics, September 1983, p. 
289. 
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sink) and of market-determined interest rates, investment remains artifi- 
cially attractive to the firms—investment hunger continues—as do invest- 
ment cycles. Here again, giving enterprises greater rights to assets is 
meaningful only if accompanied by the introduction of opportunity cost 
rationing devices (market interest rates) for capital. In any event, it is 
clear from the list of control functions reserved for state agencies that 
these agencies (especially local ones, which have come to enjoy power) will 
not easily give up their managerial prerogatives with respect to “their” 
firms. According to the Decision, the 


Socialist state [government and party agencies] must manage, inspect, guide, 
and regulate the activities of the enterprise, as is necessary, through planning 
and by economic and administrative and legal means, it must use taxation and 
other means to concentrate in its treasury that part of the enterprises’ net in- 
come which should be used by the state in a unified way, it must [as noted 
earlier] designate, appoint, and remove the principal leading members of the 
enterprises or approve their employment and election; and it must decide on the 
establishment of enterprises, their removal to other places, their switching over 
to other lines of products, their merger with others, suspension of operations, or 
closing down. 


After that there is not much left of the separation of ownership and con- 
trol. The exercise could easily degenerate into a Liberman-like whimper. 
Contrary to the Decision’s argument that “Marxist theory and the practice 
of socialism have shown [that] ownership can be duly separated from the 
power of operation,” Marxist theory and socialist practice have been ob- 
sessed with the identity of the two. 

As noted earlier, privatization of property rights, which is suggested, 
however timidly, by the Decision’s thoughts on the separation of owner- 
ship and management, should be accompanied by a break-up of state mo- 
nopolies and localized monopolistic competition. The Decision says 
nothing on that subject. On the other hand, in China, despite the presence 
of state monopolies in some industries and the protectionism of local firms 
exercised by local authorities (little monopolies), industrial concentration 
ratios are smaller than in other economies of the plan. This is due to the 
proliferation of small- and medium-sized firms (including the “Five 
Smalls”) during the Cultural Revolution and the earlier Leap Forward, 
and the technological policy—long pursued—of “walking on two legs.” 
China’s industrial structure is dual, with large quasi-monopolistic firms 
operating at the central and provincial level, and small scale (locally pro- 
tected) firms on the fringes.>* 


58. Christine Wong, “Material Allocation,” p. 15. 
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2. It is clear from the Decision that privatized property rights are not 
to become dominant in the system. The intent is tə- (a) “remove obstacles 
in the way of collective economy and individual economy in cities and 
rural towns,” and (b) “encourage diverse and flexible forms of cooperative 
management and economic association among the state, collective, and in- 
dividual sectors of the economy.” This includes the leasing of some small 
state-owned firms to collectives or individuals, and some contracting out. 
The Hungarians have long done that. 


Conclusion | 

Changes in the Chinese economy between 1978 and early 1985, a time- 
span roughly equivalent to the Soviet New Economic Policy (NEP) of 
1921-28, have been spectacular policy adjustments within the plan, 
prompted by necessity. They have not been reforms of the system. They 
are eye-catching and newsworthy in part because they contrast sharply 
with the policies pursued during the preceding yeers of radical left adjust- 
ment; they represent neorealism compared to the economic cubism of the 
Maoist era. Only in agriculture, and even here with qualifications, has 
_ adjustment in one instance—the tenancy arrangement of baogan daohu— 
resembled the manipulation of institutional-systemic variables. 

As for the future? The carefully worded, highly qualified Decision of 
October 20, 1984, and its annotations by highly placed representatives of 
Dengism suggest that institutional marketization and privatization will be 
cautious, supervised by the state, molded by the party, and not “blind,” 
that is, spontaneous and competitive. In fact, given the nature of the bu- 
reaucratic animal in the urban state sector (a sectcr that accounts for 60% 
of the net domestic product), the proposed changes will probably turn out 
to be less reform-inclined than had been the rural adjustments. There will 
continue to be a great deal of adjustment back ard forth, some loosening 
up as well as recentralization. This has happened elsewhere, notably in 
Hungary and Yugoslavia. But the odds against China’s crossing systemic 
frontiers remain very large. 





BLACK BO: 


KAL 007 AND THE SUPERPOWERS 


ALEXANDER DALLIN 





A fascinating detective story in which the historian is cast as detec- 
tive. In this first book-length exploration of all the available infor- 
mation concerning the downing of KAL 007, Dallin weighs each of 
the hypotheses that has been advanced here and abroad. He also 
highlights the lessons for crisis management by both superpowers 
and the dangers of predisposition by both sides. 

“A tight, methodical, attention-gripping attempt to narrow-down the 
possible explanations—accident? bravado or short-cut? covert anti- 
Soviet mission?—for the Korean Air Lines 007 overflight of Soviet far- 
eastern territory in September 1983... . Dallin draws some lessons 
for the US—in terms of immediate response, analysis, and policy. ‘A 
fascinating puzzle, for certain—presented with probity, acumen, and 
finesse.’”—Kirkus Reviews 

Combines the suspense of a spy thriller and the investigative ingenuity 
of a detective mystery with the careful and well-informed judgements 
of one of this country’s most distinguished experts on the Soviet 
Union.”—John Lewis Gaddis 


$14.95 


University of California Press 
Berkeley 
94720 











THE AUSTRALIAN JOURNAL OF CHINESE AFFAIRS 


® RESEARCH STUDIES @CURRENTISSUES ® BOOK REVIEWS 


400 pages every year of stimulating analysis and comment from 
researchers in a wide range of disciplines. Published in January and July. 


One year’s subscription: $A18/US$18/£11 Student: $A12/US$12/£7 


Cheques to The Australian Journal of Chinese Affairs, Contemporary 
China Centre, RSPacS, ANU, GPO Box 4, Canberra, ACT, 2601. 


Name: Date: 
Address: 





be Feed Ste A 
Pe a URI DEN Fah t t 


Es 2 ts he a: ooe b’ 
PAAP STRULTE dene Sen GORDOS Whasin - 


Pergamon Press 


Niate om Fun Rall Cutie OX awd WT, Cage oe 
Vireo Porn Fagira Fee Vers 1087) Ute 





World Development provides a forum 
for international dialogue across 
national, disciplinary and professional 
barriers in order to stimulate new and 
imaginative insights for tackling the 
chief evils of the developing world: 
malnutrition, disease, illiteracy, slums 
and unemployment. Original research 
and review papers critically examine 
such topics as: the application of 
appropriate science and technology; 
relations between rich and poor 
countries; the impact of world 
inflation; the transfer of ‘Western’ 
institutions to the different societies or 
countries attempting to develop, and 
implications for the Third World of 
Western concern for environmental 


quality. 


Subscription Information 

Published monthly (Volume 13) 

Annual subscription (1985) US$260.00 
Two-year rate (1985/86) US$494.00 


FREE SPECIMEN COPIES AVAILABLE ON REQUEST 


WORLD 
DEVELOPMENT 


The Monthly Multi-Disciplinary 
Journal Devoted to the Study and 
Promotion of World Development 


Chairman of the Editorial Board: 

P P STREETEN, Economic Development 
Institute, The World Bank, 1818 H Street 
NW, Washington DC 20433, USA 
Managing Editor: A GORDON- DRABEK, 
Suite 501, 1717 Massachusetts Avenue, 
NW Washington DC 20036, USA 


A selection of papers 

Structura! determinants of government 
budget deficits in developing countries, 
T K MORRISON. 

Approaches to a New International 
Economic Order, P STREETEN. 

Is there a AR trap for developing 
countries? Polarization: enye or myth? 
H W SINGER & R A MAHMOOD 

Structural adjustment policies in 
developing economies, B BALASSA. 

Has political risk scared mineral investment 
away from the deposits in developing 
countries? M RADETZKI. 

The ‘luxury unemployment’ hypothesis: a 
review of recent evidence, A T UDALL & 
S SINCLAIR 

Research on rural-to-urban migration in 
LDCs: the confusion frontier and why we 
should pause to rethink afresh, O STARK. 
The ten commandments of renewable 
energy, D FRENCH 

Growth constraints on small-scale 
manufacturing in developing countries: a 
critical review, H SCHMITZ. 
Developments in social accounting 
methods as applied to the analysis of 
income distribution and employment 
issues, C HAYDEN & J I ROUND. 

Trade developments during the first Lomé 
Convention, J MOSS & J RAVENHILL. 
Asystems model of rural development, 
TR LAKSHMANAN. 





Advertising rate card available on request. 

Back issues and current subscriptions are also available in 
microform. 

Prices are subject to change without notice. Journal prices 
include postage and insurance. Sterling prices are available ta 
UK and Eire customers on request. 


=) Pergamon Press 


Headington Hill Kati, Oxford OX3 OBW, UK 
Fairview Park, Elmsford, New York 10523, USA 


BCA 19 B2 


ASIAN SURVEY SECOND CLASS 


University of California Press POSTAGE PAID 
2120 Berkeley Way AT BERKELEY, CALIFORNIA 


Berkeley, California 94720 U.S.A. AND ADDITIONAL OFFICES 












ASIAN 
SURVEY 


A Monthly Review of Contemporary Asian Affairs E University of California Press 








Vol. XXV, No. 6, June 1985 
ES 


u Islamization and Social Policy in Pakistan: 
The Constitutional Crisis and the Status of 
Women -: J. HENRY KORSON and MICHELLE 
MASKIELL E Labor Relations Under Martial 
Law: The Thailand Experience - BEvars D. 
MABRY and KUNDHOL SRISERMBHOK E 


Political Succession in the People’s Republic of 





China: Rule by Purge - EBERHARD 

Se SANDSCHNEIDER Æ Modernization and Rural 
Development Strategies: A Case Study of a 
South Indian Village - V. SETTY PENDAKUR E 
Southeast Asian Perceptions of U.S. Foreign 
Policy - ROBERT C. HORN E The “Venture 
Boom” and Japanese Industrial Policy: 
Promoting the Neglected Winners - AKIHIRO 
YOSHIKAWA and BRIAN WOODALL 

SS I a 


Editors: ROBERT A. SCALAPINO & LEO E. ROSE 
Acting Assistant Editor: MYRNA PIKE 


Editorial Assistant: ROSE ANNE WHITE 


ASIAN SURVEY (issn 0004-4687) is published monthly for the subscription rates given 
below by the University of California Press, Berkeley, California 94720. Second-class postage 
paid at Berkeley, California and additional mailing offices. Postmaster: Send address changes 
to Asian Survey, University of California Press, Berkeley, California 94720. 

Articles in ASTAN SURVEY do not necessarily represent the views of the editors or the 
University of California. Although the editors are responsible for their selection and accep- 
tance, responsibility for the opinions expressed and for the accuracy of statements contained 
in articles rests with their authors. 

Correspondence on editorial, advertising or other matters may be sent to: ASIAN SURVEY, 
University of California Press, Berkeley, California 94720. 

Copying Notice: Authorization to photocopy items for internal or personal use, or the 
internal or personal use of specific clients, is granted by The Regents of the University of 
California for libraries or other users registered with the Copyright Clearance Center (CCC) 
Transactional Reporting Service, provided that the base fee of $1.00 per copy is paid directly 
to CCC, 21 Congress Street, Salem, MA 01970. Indicate fee-code 0004-4687/85 $1.00 

Subscriptions: In the U.S., $30.00 a year for individuals; $60.00 a year for institutions; 
outside the U.S., $34.50 a year for individuals, $64.50 a year for institutions. Special rate for 
students: $17.00 a year in the U.S., $21.50 elsewhere. Payment may be made with Unesco 
book coupons. Please allow four months for the first issue to be received. Single issues of the 
current volume: $4.00 for individuals and $5.00 for institutions. Back issues: $6.00. 

Allow at least four weeks for changes of address to take effect. Issues returned by the post 
office as undeliverable at the address shown will be replaced at a service charge of $5.00 each. 
Domestic claims for nonreceipt of issues should be made within 90 days of the month of 
publication, overseas claims within 180 days. Thereafter, the regular back issue rate will be 
charged for replacement ($6.00). Overseas delivery is not guaranteed. 

© 1985 by The Regents of the University of California. 

Printed in U.S.A. 


NS 
: 






ASIAN 
SURVEY 











A Monthly Review of Contemporary Asian Affairs m University of California Press 


589 


Vol. XXV, No. 6, June 1985 





J. HENRY KORSON and MICHELLE MASKIELL - 
Islamization and Social Policy in Pakistan: The 
Constitutional Crisis and the Status of Women 


BEVARS D. MABRY and KUNDHOL SRISERMBHOK - Labor 
Relations Under Martial Law: The Thailand Experience 


EBERHARD SANDSCHNEIDER » Political Succession in the 
People’s Republic of China: Rule by Purge 


V. SETTY PENDAKUR - Modernization and Rural 
Development Strategies: A Case Study of a South Indian 
Village 

ROBERT C. HORN » Southeast Asian Perceptions of U.S. 
Foreign Policy s 


AKIHIRO YOSHIKAWA and BRIAN WOODALL - The 
“Venture Boom” and Japanese Industrial Policy: 
Promoting the Neglected Winners 


Editors 





ROBERT A. SCALAPINO & LEO E. ROSE 


Editorial Board 


JAMES N. ANDERSON 
JOHN H. BADGLEY 
HANS H. BAERWALD 

A. DOAK BARNETT 
RICHARD BAUM 

ROBERT N. BELLAH* 
DELMER M. BROWN* 
RICHARD BUTWELL 
JYOTIRINDRA DASGUPTA* 
ROBERT F. DERNBERGER 
GEORGE A. DEVos* 
LOWELL DITTMER* 
JURGEN DOMES 
CAROLYN M. ELLIOTT 
AINSLIE T. EMBREE 
JOHN K. FAIRBANK 
HARUHIRO FUKUI 
NORTON S. GINSBURG 
BRUCE GLASSBURNER 
ALLAN E. GOODMAN 


ROBERT L. HARDGRAVE, JR. 


HENRY C. HART 
DONALD C. HELLMANN 
ROBERT A. HUTTENBACK 
KARL D. JACKSON*® 
ROUNAQ JAHAN 
CHALMERS A. JOHNSON” 
Joyce K. KALLGREN* 
ROBERT N. KEARNEY 
JUN-YOP KIM 

DONALD W. KLEIN 
STANLEY A. KOCHANEK. 
PAULINE KOLENDA 
RICHARD D, LAMBERT 
ROBERT LAPORTE, JR. 
CHONG-SIK LEE 
SOLOMON B, LEVINE 
CHOH-MING LI 

ALAN P.L. Liv 

Kit G. MACHADO 
DAVID G. MANDELBAUM* 


*DENOTES RESIDENT MEMBER 


JUNNOSUKE MASUMI 
JAMES WILLIAM MORLEY 
Leia G. NOBLE 

Guy J. PAUKER 

JOHN C. PELZEL 
HERBERT P. PHILLIPS* 
ANSIL RAMSAY 
ROBERT R. REED* 
EDWIN O. REISCHAUER 
Rapu H. RETZLAFF 
JAMES R. ROACH 
THOMAS W. ROBINSON 
HENRY ROSOVSKY 
RAMASHRAY Roy 
LLOYD I. RUDOLPH 
KERNIAL S. SANDHU 
LAURISTON SHARP 
GASTON J. SIGUR 
MILTON SINGER 
RICHARD SISSON 
THOMAS C., SMITH* 

H. ARTHUR STEINER 
DAe-Sook SUH 
GEORGE E. TAYLOR 
ROBERT O. TILMAN 
James R. TOWNSEND 
TANG Tsou 

RICHARD L. WALKER 
PAUL WALLACE 

JUSUF WANANDI 
Rospert E. WARD 
DONALD E, WEATHERBEE 
MYRON WEINER 
FRANKLIN B. WEINSTEIN 
Paur WHEATLEY 

C. MARTIN WILBUR 
PRavip A. WILSON 
HOWARD WRIGGINS 
GEORGE T. Yu 
LAWRENCE ZIRING 





ISLAMIZATION AND SOCIAL POLICY 
IN PAKISTAN 


The Constitutional Crisis 
and the Status of Women 


J. Henry Korson and Michelle Maskiell 





lslamization and Government 

After taking over the government in July 1977 in a 
bloodless military coup, General Zia-ul-Haq named himself President and 
Chief Military Law Administrator, established military rule, dissolved the 
National Assembly, and suspended the Constitution of 1973. His was, 
then, literally one-man rule until 1981 when he inaugurated the Maijlis-i- 
Shoora, the appointed advisory body that replaced the dissolved elected 
National Assembly. The discussion that follows is roughly divided be- 
tween the period preceding December 19, 1984, when President Zia held a 
national referendum to determine whether the electorate supported his 
program of Islamization, and the period following that date. 

When President Zia announced the formation of the Shoora, the origi- 
nal plan called for 350 members, although 286 were finally appointed. 
When the new session opened on March 31, 1984, 39 new members were 
appointed to replace seven who had resigned, 11 who had died, one who 
had been appointed a minister, and one who had not taken the oath. 
Those appointed were selected to represent various interest groups: pro- 
fessionals, businessmen, landowners, etc. The rationale for the selection 
process is not easy to determine, but President Zia claimed it was the “‘first 
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step” on the road to “Islamic democracy.” He requently stated that 
“western style democracy was not suited to the needs of Pakistan.” 

When he inaugurated the Majlis-i-Shoora in 1931, the president an- 
nounced that the body had four main tasks before it: (1) to accelerate the 
process of Islamization; (2) to create conditions congenial to the establish- 
ment of Islamic democracy and to suggest plans of action for that purpose; 
(3) to offer “opinion and wisdom” to the administration on important na- 
tional and international matters; and (4) to assist in overcoming the eco- 
nomic and social difficulties of the people. He claimed the power to 
initiate new legislation or amend the Constitution rested solely with the 
president of the military government, so that the Shoora was, in effect, 
only an advisory body. All bills that were approved by the Shoora were in 
turn reviewed by the Federal Shariah Court in order to assure that they 
were not “repugnant to Islam,” and met with the dictates of the Holy 
Quran and the Sunnah as interpreted by the Council of Islamic Ideology. 
Nevertheless, the Shoora served as a sounding board for the administra- 
tion and made its voice known in its deliberations, which received wide 
coverage in the media. 

Even though leaders of the various political parties boycotted the 
Shoora, claiming it was unconstitutional since it wes not an elected body, 
no fewer than 100 members have been identified as formerly belonging to 
the Pakistan Peoples Party (PPP), and about 40 as former members of the 
Muslim League. In both cases the individuals have been identified as 
lesser lights in their parties who had previously served in the national or 
provincial assemblies, and a number of them are sons, cousins, nephews, or 
brothers of party leaders. It has been pointed out that although party lead- 
ers boycotted President Zia’s efforts, some lower echelon party members 
rejected their leaders’ position and accepted appointment to the Shoora. 
Some political observers saw this as a move on the president’s part to 
weaken the parties’ structure. ? 

President Zia viewed the role of his appointed Shoora as an intermediate 
step to the eventual development of what he calls an Islamic democracy, 
and pointed to the recent local level elections on a non-party basis as evi- 
dence of good faith, although elected members to these local bodies were 
not identified as representatives of political parties. 

In 1983, with the 36th anniversary of Independence approaching on Au- 
gust 14, leaders of the several political parties anticipated an announce- 


1. J. Henry Korson, “Isiamization and Social Policy in Pakistan,” Journal of South Asian 
and Middle Eastern Studies, December 1982, p. 86. 
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ment from the president of the date for national elections.2 The leaders of 
the parties had organized a loose coalition called the Movement for the 
Restoration of Democracy (MRD), which demanded a return to the 1973 
Constitution; early and free elections; a release of all political prisoners; 
and an early end to military rule. In an effort to undercut any antigovern- 
ment demonstrations on August 14, President Zia made his announcement 
on August 12, two days before the annual celebration of Independence 
Day. More than 100 political opponents had already been arrested in an- 
ticipation of political demonstrations on August 14, the national holiday, 
with the expectation that President Zia would make an important an- 
nouncement. 

He proposed to hold elections by March 1985, a year and a half after the 
announcement, and to lift martial law, although no date was set for this 
action. The election would be held according to the suspended Constitu- 
tion, which was to be amended to give greater powers to the president. 
Later in the year he declared all political parties “defunct,” i.e., banned, 
and announced that political activities on the part of the leaders would not 
be tolerated. On March 4, 1984, President Zia announced that “the pro- 
posed amendments, necessitated by the August 12th plan, have been final- 
ized, and a decision about the mode of elections—party or non-party— 
would be announced in the middle of May.”? During the entire preelec- 
tion period, the issue of whether political parties were Islamic or unIslamic 
continued to be debated. Both supporters and opponents of the decision of 
the Council of Islamic Ideology, which said that parties are unIslamic, 
used references to the Quran to support their positions. In addition to the 
“mode” of the election and the as yet unannounced amendments to the 
Constitution, there remained the problem of “the proposals for balancing 
the power of the President and the Prime Minister.” 

President Zia neither lifted the ban on political parties, nor did he seri- 
ously consider such a move. “The next election will be based on the Is- 
Jamic Shariah and in case the MRD wants to participate 1t would be most 
welcome.” President Zia had, for many months, stated that the 1973 Con- 
stitution needed to be amended and that it would “be fully Islamicised and 
necessary amendments would be made [by Zia] before the elections.” 
Although the government was a military government, he claimed it was a 
“legal setup.” President Zia also felt that there “should be some appointed 


2. Shortly after Zia-ul-Haq took over the government in July 1977, he promised to hold an 
election within three months. He cancelled that election date, claiming the country “was not 
ready” for such an exercise. This scenario has since been repeated and the same reason given. 

3. Dawn, March 5, 1984. 

4. Ibid. 
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members such as ulema [religious leaders] and technocrats [to the new 
Shoora] who would not get involved in election wrangling.” He claimed 
this was neither unique nor without precedent since the British House of 
Lords is hereditary, yet is considered a part of the democratic system. He 
has also consistently stated that “western style democracy is not suited to 
Pakistan, which should develop a system of Islamic democracy.”> 

Since the 1973 Constitution called for amendments to be approved by 
the elected National Assembly, which President Zia had dissolved, it ap- 
peared inevitable that whatever changes were made before the election by 
the president with the consent of the appointed Shoora would be chal- 
lenged at some time in the future. 

When he announced that all political party leaders were automatically 
disqualified from standing for election to the new Shoora, there was an 
explosive response in the smaller towns of Sind, which also spread very- 
briefly to Karachi. It was reported that some of the disaffected leaders of 
the PPP in Sind had requested support from political leaders in the Punjab 
and NWFP, but the response was cool with only same nonviolent proces- 
sions forthcoming. It was not that the latter leaders approved of President 
Zia’s announcement, but rather that they appeared to be willing to let the 
PPP confront the administration in Sind. Some demonstrations and 
processions took place in the Punjab and in Rawalpindi with the an- 
nounced purpose of demanding early elections and an end to martial law. 
Since political activities were and are prohibited, there have been various 
confrontations with the police and even with military units in Sind, result- 
ing in a number of deaths and injuries. More than 4,000 demonstrators 
have been arrested, most of whom were still in jail at the time of the elec- 
tion. 

Antigovernment agitation did not start with President Zia’s announce- 
ment on August 12, 1983, but has been a continuing development almost 
from the time he took control of the government and promised new elec- 
tions. University students, notoriously volatile in political matters, created 
incidents in the spring of 1983 in which several were killed and a number 
wounded. As a result the administration banned political activity on uni- 
versity campuses, especially elections in student political organizations. 
Only departmental associations are permitted. Several of the campuses 
were closed for various periods of time following these incidents. 

The Council of Islamic Ideology was given the task of formulating a 
plan of government based on Islamic principles and in accord with the 
Holy Quran and the Sunnah. On August 27, 1983, the Council announced 
that a presidential form of government was the “nearest to Islam.” The 


5. Ibid. 
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Council recommended that a “Majlis-i-Aala for Islamic'Affairs” (highest 
council), a ‘“Majlis-i-Shoora,” a representative majlis for minorities from 
among non-Muslims, and an independent judiciary to be made up of the 
Supreme Court and High Courts be established. The president was to be 
elected on the basis of adult franchise (age 21). He was to be “the head of 
state, a true Muslim, at least 40 years of age, physically and mentally fit 
and knowledgeable in Islamic matters.” He would be expected to follow 
the fraaiz (duties of office), and keep himself aloof from kabiras (sinful 
acts). He would have to be someone untainted by any unIslamic ideology, 
and manifest his integrity and commitment to the solidarity of the nation.® 

President Zia had stated that the president would be elected according 
to the 1973 Constitution, which provided for the election of a president by 
Parliament in a joint sitting of the National Assembly and the Senate. 
With these two bodies and the political parties declared defunct, the basic 
question remained: Would President Zia permit political parties to engage 
once again in a national election? This was not to be. 

According to the Council’s recommendations, the president: 


(a) Would have a five year term and could be renominated and elected to suc- 
ceed himself. 

(b) Would be wholly responsible for the administration of the State. 

(c) Would appoint ministers to his cabinet from among members of the 
Shoora. 

(d) Would not have any power to suspend or abrogate the Constitution or 
bring any new Nizam or organizational arrangement in its place. 

(e) Would not have the power to dissolve the Shoora. 

(f) Would have the same status and rights as any other citizen and would not 
be above the law. 

(g) Would be bound by the decisions of the Shoora. 


In addition, the Council recommended: 


(h) With the exception of punishments awarded under Hadood (or boundaries 
of appropriate action), and gisas (an eye for an eye, or retribution in kind in a 
homicide case), the president would have the power to reduce or grant remis- 
sion in punishment of all other crimes. 

(i) The Shoora would have the power to dismiss the president if he was found 
to be involved in serious malpractices, or not following the Constitution or lack- 
ing in any of the conditions or qualifications for the position. 

(j) In case of death, resignation, or dismissal of the president, the Shoora 
would elect a president from its body for the remainder of the term. 

(k) In the absence of the president, or if he were incapacitated, the chairman 
of the Shoora would act as president until the president could take over. 

(1) The armed forces would have no constitutional role.’ 


6. Dawn Overseas, September 8, 1983. 
7. Ibid. 
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President Zia had stated repeatedly that the 1973 Constitution needed to 
be amended, and it was generally assumed that he would wait for the 
newly elected Shoora to review and approve his recommended changes. 
Many of the issues concerning the new form of government which Zia has 
proposed and discussed have been treated more fully in the Ansari Com- 
mission’s Report on Form of Government, which was released on December 
6, 1984. The recommendations have not yet been adopted, but may be 
discussed in the new Shoora. As for political parties and their role in 
elections, skeptics doubted that President Zia would actually permit elec- 
tions to be held. They were joined by cynics who claimed that elections, if 
held, would be a sham, and that in any case President Zia would manage 
to retain complete political power. However, it was clear to objective ob- 
servers that the Election Commission was busily engaged in planning elec- 
tion districts based on the 1981 census. Money hac been appropriated for 
the Commission’s needs, for the purchase of ballot boxes, etc. Symbols 
were to be assigned to candidates to assist illiterate voters in identifying 
them. It is important to note that the Council of Islamic Ideology claimed 
that “elections on the basis of [a] political parties system are unIslamic and 
unlawful according to the teachings of the Holy Quran and the Sunnah.” 

Finally, the formal announcement was made of dates for elections to the 
national (February 25), and provincial (February 28) Shooras. President 
Zia settled on 207 seats for the national Shoora to represent districts based 
on the 1981 census, 20 (increased from 10) reservec seats for women, who 
were to be elected indirectly by the successful district candidates, and 20 
(up from 10) reserved seats for individuals representing religious minori- 
ties, who were to be elected by their national constituencies. This made it 
difficult for the latter to campaign countrywide, but they were finally given 
permission to use radio and television broadcasts in limited fashion, an 
advantage denied other candidates. 

During the period between the August 1983 announcement and the elec- 
tions, the question of whether President Zia planned to hold elections on a 
party or non-party basis continued to be the major item of political interest 
for the country.: There was little doubt how he would decide the matter, 
given the continued government campaign against political leaders and 
workers—jailings, house arrests, and externment (exile from city or prov- 
ince for a specified period), in addition to the media ban against the men- 
tion of political parties. We are not in a position to judge whether political 


8. Ibid. 
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parties are unIslamic as the Council claims, but it is difficult to imagine a 
society where not even one political party is present to propagate its ideol- 
ogy and seek to exert and maintain political power. At one point, the 
Provincial Minister for Local Bodies in the Punjab hinted that the ban on 
political parties might be lifted on a case by case basis so that they could 
begin membership drives and hold elections for their offices. Since polit- 
ical parties were banned, he claimed that each party could apply for formal 
recognition.’ 

Under persistent questioning from news reporters, it appeared for a time 
that, in spite of the Council of Islamic Ideology’s claim that political par- 
ties are unIslamic, President Zia was beginning to hedge on the matter of 
their participating in the next national election. It will be of interest to 
note whether other Islamic scholars in the future will agree with the Coun- 
cil’s determination on the role of political parties in Islam. 

After the August 12 announcement, many antigovernment demonstra- 
tions were held as well as protests by political leaders of the banned polit- 
ical parties and by a group of prominent jurists including former judges 
and advocates general. They insisted that the August 12 plan be with- 
drawn and demanded that a “firm and clear commitment for holding elec- 
tions and transferring power according to the 1973 Constitution” be 
forthcoming, and that as a sign of good will all political detenus be re- 
leased.!° It appeared for a time that the clamor for a return to the 1973 
Constitution calling for election of the president by the elected members of 
the National Assembly and Senate, might well make itself heard as far as 
President Zia was concerned. 

In the weeks preceding the election, the president attempted to mollify 
his opponents by making various conciliatory statements vis-a-vis party 
leaders. It was even rumored that he had held secret meetings with some 
leaders of those parties that had previously registered according to a 
formula laid down by the government, even though all parties were de- 
clared defunct. The PPP was among the parties which had not registered 
and was, according to the statements formulated by President Zia, not 
qualified to discuss arrangements for a future election.!! (There has never 
been a clear definition of the formula.) 


9. Muslim, March 31, 1984. 

10. Dawn Overseas, September 22, 1984. Among the signatories were Justice (Retired) 
Dilawar Mahmood, Justice (Retired) Khalid Mahmood, and Justice (Retired) Aamer Raza, 
of the Lahore High Court; Raja Said Akbar Khan, and Chaudry Mohammad Arif, former 
Advocates General of Punjab. 

11. The leaders of almost all the parties had stated they would not participate in a non- 
party election. Only the Jamat-i-Islami had stated it would participate in the election regard- 
less of the basis on which it is held. . 
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President Zia’s request that all political parties register with the govern- 
ment was the first time such a rule or law had ever been proposed or put 
into operation in Pakistan. His made this request in 1979, about two 
months before the announced date of a national election, which was can- 
celled. Only a few of the minor parties agreed to register at the time, but 
most of the major parties, the PPP included, refused to comply. Some 
party leaders claimed it would provide the government with the opportu- 
nity to harass any party in opposition to the Zia administration. Registra- 
tion included a complete accounting of the sources and expenditure of 
party funds. | 

Two major points appear to have surfaced as a result of this activity: 
(1) many party leaders insisted that the election be held on a party basis, 
and (2) the felt need to amend the 1973 Constitution. The latter would 
call for amending by an elected National Assembly, and not an appointed 
body such as the Majlis-i-Shoora. It is these two issues that divided the 
president and many leaders of the political parties. From numerous re- 
ports in the press in the weeks preceding the election, it appeared that the 
president was leaning increasingly toward arranging a “non-party” elec- 
tion. 

Political leaders also pressed for an election date in 1984, but President 
Zia was once again evasive, claiming “both January and December were in 
1984.” 


The Referendum and Elections 

On December 1, 1984, the president announced a referendum would be 
held on December 19 in which the electorate would be asked to vote “yes”: 
or “no” on whether they approved of the Islamization program that he 
had instituted and whether they supported the “Islamic ideology of Paki- 
stan.” President Zia claimed an affirmative vote would assure a peaceful 
transfer of power to “the people’s representatives in accordance with his 
August 12, 1983 plan.” The MRD leaders claimed the process was fraud- 
ulent and announced a boycott. Zia retaliated by declaring that those who 
publicly campaigned against the referendum were subject to three-year 
prison terms. 

The President claimed a 97% “yes” vote based on a 60% turnout of the 
electorate, although MRD leaders claimed the voter turnout was as low as 
5%. It is unlikely that the correct figure will ever be known, but there was 
a general feeling of public apathy toward the referendum. President Zia . 
claimed the vote was a “mandate” for the continuation of his Islamization 
program, and assumed the presidency for a five-year term. 
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On January 12, 1985, he announced that elections to the national and 
provincial Shooras (assemblies) would be held on a non-party, adult 
franchise basis, with separate electoral arrangements for Muslims and non- 
Muslims. Arrests of party leaders continued during the election campaign 
and the media were barred from making any reference to political parties. 

With the exception of the Jamat-i-Islami, which had registered and de- 
clared it would support the election, the officials of all political parties 
were declared ineligible to stand as candidates. Even the Jamat-i-Islami 
members could only run as independents without official party support. 
There was such an angry response both from MRD leaders and the public 
that President Zia reversed himself and declared that party leaders could 
appeal to the courts for “clearance” on an individual basis and be declared 
eligible to run for office. In early January 1985, the government permitted 
one meeting of MRD leaders to take place in Abbottobad, after which 
such meetings were banned and some leaders arrested. There were rumors 
that Benazir Bhutto and Abdul Hafeez Pirzada, PPP leaders living in 
London, would return to Pakistan before the election and court arrest to 
dramatize their opposition to the elections, but this scenario never devel- 
oped. Meantime the press enthusiastically supported the elections and of- 
fered scornful editorial articles and cartoons on the efforts of the MRD. 
Some second and third level leaders decided to run and as a result were 
expelled from their parties—especially from.the PPP. A few leaders won 
their appeals, but most MRD leaders refused to accede to this arrange- 
ment and continued to support the boycott they had announced earlier. 
Also on January 12 Zia announced a Military Law Order that prohibited 
campaign processions and denied radio and television time to candidates. 
Rallies could be held in limited fashion, without public address systems 
and under strict regulation. Banners, posters, and handbills were permit- 
ted. It was not a noisy campaign. Arrests of opposition party leaders and 
workers continued throughout the campaign. 

By election time, 1,095 candidates were found to be eligible to contest 
for the 207 seats in the national Shoora. Women were also free to seek 
direct election in competition with male candidates and 13 chose to do so, 
one successfully. Minority candidates were forced to campaign nationwide 
among their constituents, but they were eventually granted limited radio 
and television time, which was denied to other candidates. Senate elec- 
tions were to be held before March 23, Pakistan Day, when the National 
Senate and Shoora would meet in a joint session, and President Zia would 
be inaugurated for a five-year term. Each province was allotted 18 seats, 
to be reserved for “scholars, technocrats and professionals.” Five seats 
were to go to the Federally Administered Tribal Areas and two to Is- 
lamabad. 
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An important aspect of the election, lacking perty activity, was the influ- 
ence and importance of the biraderis, or extended kinship groups. Since 
candidates could not openly claim party support—and some doubtless re- 
ceived some aid informally—the media began to emphasize the important 
roles that biraderis were playing. Candidates from large and extended kin- 
ship groups with prominent family members continued to be mentioned 
and emphasized in the press, and it almost appeared that the press was 
informally supporting such candidates. Each candidate was free to project 
his.own program and ideology. 

The elections were relatively free of charges of impropriety, and were 
perhaps more fair than any previous ones. Although there were few com- 
plaints, some results were challenged at the local level. In any event, the 
government claimed that well over 50% of the eligible electorate voted and 
few critics claimed this figure to be an exaggeration. Since President Zia 
had stated that a minimum turnout of 40% to 50% would vindicate his 
approach to the “first step” to an Islamic democracy, he was fairly jubilant 
over the result. 

On the other hand, six of the nine cabinet members who ran for election 
lost, as did several federal and provincial ministers, some of whom were 
former military officers. Some noted fundamentalist members of the na- 
tional Shoora lost, meaning that many individuals personaliy loyal to Pres- 
ident Zia and owing their jobs to him were defeated. It has been suggested 
that the strong reaction to the military and the fundamentalists constituted 
a repudiation of President Zia’s policies and partly explained the strong 
turnout. He claimed, however, that these losses were proof of a “fair and 
free election.” 

Not only President Zia, but other political leaders claimed a measure of 
victory. MRD leaders and even the Pir of Pagaro with 40 successful mem- 
bers of his Muslim League, claimed they would control the Shoora. The 
BBC in an election analysis stated that 40 former members of the PPP had 
won seats, while other news analysts claimed 50 of the 52 former PPP 
members who stood for election had won seats. In either case, these for- 
mer members, should they pursue Muslim League or PPP policies along 
with other smaller groups of former party members, might constitute an 
important “loyal opposition” and in their political maneuverings begin to 
reassert their party affiliations, once military rule is abolished. 

In summary, it is too early to tell “who won and who lost” in the elec- 
tion. Since those former party members who won seats after being ex- 
pelled from their parties would no longer appear to have an obligation to 
their party’s ideology, it can be fairly stated that ideology was not a salient 
issue. Those with former affiliations were for the most part junior mem- 
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bers of their respective parties and their continued loyalty to these parties 
is at best uncertain. 

There are those who claim that the MRD leaders made a calculated 
error in boycotting the election. Since the PPP was recognized as the 
strongest party, had the leaders supported the election and put up a large 
number of candidates as independents and won an even larger percentage 
of seats than already claimed, they could very well have become a signifi- 
cant “loyal opposition” in the national Shoora. On the other hand, MRD 
leaders felt it was more important to stand on principle and work toward 
the reestablishment of a truly democratic system. 


The New Constitution 

In the course of the seven and a half years of President Zia’s military gov- 
ernment, he has made frequent references to the need to amend the 1973 
Constitution, although no specific changes had ever been mentioned. Op- 
position leaders kept demanding a return to the suspended Constitution, 
insisting that any amendments would be illegal since that Constitution 
called for amendments to be made by an elected national assembly rather 
than the one appointed by President Zia in 1981. It had been expected 
throughout the election campaign that any amendments President Zia pro- 
posed to the 1973 Constitution would be brought before the newly elected 
Shoora for approval. But this was not to be. 

On March 2, 1985, only five days after the election to the national 
Shoora, President Zia announced The Revival of Constitution of 1973 Or- 
der 1985 as printed in the Gazette of Pakistan Extraordinary, fully a year 
after he claimed his proposed amendments had been “finalized.” This 
small pamphlet of 55 pages appeared in bookstores within a few days, and 
supported the prediction that President Zia would give up little power, 
elections or no elections, and had long since decided on the changes to be 
made in the Constitution. He had achieved another fait accompli. The 
salient points of the new Constitution are: 


(1) The president is head of the government. 

(2) The president appoints the prime minister whose role is subsidiary to that 
of the president and who serves at the pleasure of the president. His role is 
advisory. It has been rumored that Mohammed Khan Junejo, who served 
as minister of Railways in two previous governments would be chosen for 
the post. If so, he must win a vote of confidence in the new Shoora within 
60 days. 

(3) The president can dissolve the national or any of the provincial Shooras. 
Under the new Constitution, the national Shoora is considered to be a 
weak body. 
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(4) The president is elected for a five-year term and can only be removed 
through impeachment by the national Shoora. However, should such a 
procedure be initiated, there is no reason why he wouldn’t invoke (3). 

(5) The Cabinet is appointed by the president. l 

(6) The president appoints the provincial governors who have powers at the 
provincial level similar to those of the president. 

(7) The president is head of the armed forces. 

(8) The president may veto bills that the Shoora has passed, but the latter can 
override his veto with a majority vote. With no political party leadership 
this is not likely to happen often. 

(9) The Objectives Resolution has been made a substantive part of the Consti- 
tution, so that Islam appears to have been made the state religion, with 
violations of the Resolution actionable in court. 


President Zia has given up little effective power. He has promised to do 
his “utmost to make Pakistan a truly modern Islamic and democratic state 
and not one based on theocracy.” He further promised to give up his mili- 
tary rank and become a civilian president, bringing military rule to an end. 
No date was given for either action. 


Islamization and the Status of Women 

The current Islamization policies in Pakistan promote institutionalized 
gender inequality based on the concept of distinct social roles for each 
gender (men’s roles include both public and private dimensions while wo- 
men’s roles are primarily in the home). They also promote the segregation 
of public activities by gender-purdah norms. !4 

The direct effects of the government’s Islamization policies on civil law 
and employment as they affect women have created considerable concern 
among educated women who have turned to two vehicles with which to 
respond to these policies. One is the Women’s Division of the government, 
established by President Zia in 1979 to help solve some of the long-stand- 
ing problems of women in Pakistan. It is staffed by women who are ac- 
cepted as experts on women’s issues. The other is the collection of 
nongovernment voluntary organizations, said to number about 100 in the 
country. The strongest and most prominent is the All Pakistan Women’s 
Association (APWA), founded in 1949, which has always operated with 
complete financial and administrative independence. 


12. For a more detailed discussion of these points, see Michelle Maskiell, “The Impact of 
Islamization Policies on Pakistani Women’s Lives,” Working Paper #69, Women in Interna- 
tional Development, Michigan State University, November 1984. 
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The Women’s Division of the Government 
Since January 1979, the Women’s Division has been part of the Cabinet 
Secretariat under the direct supervision of President Zia. It is composed of 
four wings, one each for administration, programs, women’s rights, and 
research. A fifth wing, monitoring and evaluation, has been planned but 
has yet to be implemented. The Division’s purpose is to determine wo- 
men’s needs, then to assert and safeguard them in both government policy 
and everyday life. 

The Division has channeled money into research and development 
schemes for women and has sponsored public forums for the discussion of 
women’s issues. It has worked closely with nongovernment women’s orga- 
nizations and financially aided several projects, such as a working women’s 
hostel in Karachi sponsored by the Business and Professional Women’s 
Club. Still, for all its modest achievements, the Women’s Division has 
been neither bold nor very successful in its representation of women’s 
needs within the Zia government. 

The formulation and final shape of the Sixth Five Year Plan was an 
example of the limited help the Division has been able to offer in funding 
for women’s projects. Without adequate funding, neither good intentions 
nor well-conceived projects will aid Pakistani women. In February 1983, 
the Planning and Development Division of the government appointed a 
Working Group of experts on women’s issues, including the former secre- 
tary of the Women’s Division, to incorporate “the rights, interests and 
welfare of women” within the Sixth Five Year Plan.13 The Working 
Group’s report recommended the expenditure of Rs. 5 billion on women’s 
programs over and above the budgets of individual ministries and depart- 
ments. An earlier proposal for the Women’s Division called for a reduc- 
tion to Rs. 50 million from Rs. 150 million but in November 1983 this was 
finally raised to Rs. 800 million for the entire five-year period, or Rs. 160 
million per year. These funds will be used for education, health, family 
planning, and the establishment of polytechnic and technical training cen- 
ters. Begum Salima R. Ahmad, secretary of the Women’s Division, has 
said 7,000 adult literacy centers have been established which would also 
train rural women in agricultural projects.'* With approximately 46,000 
villages in the country, this can be thought of as a commendable start. 
Some believe this to be a “paper figure,” a goal to be achieved, since some 
centers still have no staff. 


13. Government of Pakistan, Planning and Development Division, Report of the Working 
Group on Women’s Development Programmes for the Sixth Plan, 1983-88 (May 1983), p. ii. 
14. Pakistan Affairs, November 16, 1983. 
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The Women’s Division, as a creation of the Zia government, obviously 
must submit to the government’s financial control. Funds continue to be 
made available for research on women’s issues, but there appears to be a 
lack of qualified personnel in the country to carry out projects. Although 
development funds have been steadily increased from Rs. 20 million in 
1979 to Rs. 80 million in 1983-84, critics claim this redistribution of devel- 
opment money Is insufficient to allow women equal participation in Paki- 
stan’s economic life. Without adequate funds, the Division might have 
symbolic value for the government and actual value for the privileged few, 
but very little real value for the vast majority of women-—whatever their 
status, class, or educational background. 

A long-standing complaint in Pakistan, through several administrations, 
has been the central government's relative lack of support for education. 
Over the years only 1.4% to 1.6% of the GNP has been spent on educa- 
tion (UNESCO claims a developing nation should spend at least 4%), and 
the problem appears to be the inability of the educational establishment to 
spend more than a fraction of its allocation. For example, in the recently 
completed Fifth Five Year Plan, only 41% of the allocation for education 
was actually spent, a situation that has prevailed for at least 20 years.'> 


Women’s Voluntary Organizations 
Women’s organizations, like student organizations, play an important 
political role despite the official ban on politica! parties. Two relatively 
new women’s voluntary organizations demonstrate the wide range of views 
espoused. 

The Majlis-i-Khawateen-i-Pakistan (Pakistan Ladies Assembly) offers 
wholehearted support of Islamization policies espoused by the government 
and believes in working toward “Islamic social idzals” and a “harmonious, 
complementary relationship between the two sexes.” It campaigns against 
unIslamic customs: extravagance, black marketing, obscenity, etc., and 
promotes Urdu-language education for girls as well as various social work 
projects. Like other women’s organizations, the Assembly’s social work 
activities follow well-worn lines, reinforcing existing social goals for wo- 
men. They believe poor women should be given charity via the zakat 
(alms tax) system, but otherwise their lives should be essentially un- 
changed. Begum Afifa Mamdot, minister of Social Welfare, supports this 
organization’s position. 

In the major cities, the most outspoken new women’s group is the Wo- 
men’s Action Forum (WAF). This voluntary organization has been con- 


15. Muslim, February 9, 1984. 
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centrating on the preservation of women’s civil rights rather than 
sponsoring charitable projects. Founded in Karachi, with branches in ma- 
jor cities, the WAF attracts women who are unwilling to accept the gender 
discrimination inherent in many aspects of the administration’s Islamiza- 
tion policies. Rather than take a stand against Islamization per se, the 
WAF leaders attack specific policies one by one, arguing that Islam pro- 
tects women’s rights. These leaders claim to be nonpolitical, but WAF 
actions contradict their claims. As one critic of the organization pointed 
out, “Women cannot achieve their rights out of the blue, unless the funda- 
mental economic and constitutional rights are demanded and attained.” 
The Lahore group has been the most active, while the Islamabad group, 
many of whose husbands are government employees, has maintained a rel- 
atively low profile. 

Educated Muslim women are primarily the ones who have enjoyed the 
individual civil rights that are being curtailed or at least threatened by 
Islamization. They have generally been aware of the legal protections for 
women built into the Muslim Family Laws of the 1960s. It is hardly sur- 
prising that some of them are leading a campaign against the cancellation 
of those rights, but it remains to be seen whether a new group like the 
Women’s Action Forum can transcend the barriers of socially acceptable 
women’s welfare work that have long defined the social space for women’s 
voluntary organizations. !® 


Women’s Legal Status 
Since marriage for Muslim women in Pakistan is almost universal, the 
overwhelming proportion of adult Muslim women are wives and mothers 
and their legal concerns center on laws affecting the family. The Muslim 
Family Laws Ordinance of 1961 and the West Pakistan Family Courts Act 
of 1964 were designed to enhance women’s civil rights, but some parts of 
the Muslim Family Laws are in conflict with Islamic injunctions. For ex- 
ample, the 1961 Ordinance introduced the possibility of limiting polygyny 
and protecting women. Polygyny, while sanctioned by the Quran under 
certain circumstances, is an emotional threat for many Muslim women 
who fear that a first wife will be abandoned financially as well as emotion- 
ally if a man takes a second wife. In practice, this attempt within the 


16. More recently there have been reports of a “split” in the ranks of the WAF that ap- 
pears to be based on the issue of membership. A minority feel that membership should be 
limited to those who are actively engaged in furthering the aims of the organization, while the 
majority feel that membership should be open to all who are willing to support the WAF 
aims. 
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Family Laws to protect individual women’s civil rights has aroused the ire 
of conservative ulema without effectively protecting women. 

Even when there is no conflict between civil law and Islamic injunctions, 
the problems of implementing the existing family laws are not lessened. 
Although both the Shariah and the family laws in Pakistan require a hus- 
band to maintain his wife, a recent study of Lahore women involved in 
court cases found that 85% of them had received little or no financial 
support.!” A lack of education—a 17% literacy rate among women—was 
a major factor preventing women from understancing their rights to main- 
tenance.!® But even when women were aware of their legal rights, poverty 
and financial insecurity often deterred them from exercising those rights. 
Fear of the social stigma attached to divorced women as well as fear that 
their children might be taken away by the husband were added factors in 
many cases where women were willing to put up with deprivation and 
suifering to hold their marriages together. Should a woman decide to initi- 
ate a divorce action, her chances of success are greatly improved if she 
voluntarily agrees to return any mehr (dower) paid to her by her husband 
as a part of the nikahnama, or marriage contract, or renounce a claim to 
any portion of the unpaid mehr. Financial insecurity stems directly from 
the inability of these women to work because of burdens of child care, lack 
of training, and the absence of socially acceptable employment for women. 
Overall then, the lack of education and employment training leave women 
helpless when their husbands do not or cannot support them as required 
by the Shariah and the Muslim Family Laws. 


New Laws and Their Effect on Women 
An important part of Islamization in Pakistan is the attempt to bring civil 
law into complete conformity with the Shariah. As H.A.R. Gibb put it, 
“The Western distinctions between civil, penal, private and other kinds of 
law are not recognized in the Muslim law-books.”!? President Zia pro- 


17. A group of lawyers in Lahore analyzed statistical data from two Family Courts, three 
Union Councils, and the Guardian Court from January 1979 through 1980. Their field work- 
ers interviewed 150 women chosen from these court records to determine the specific 
problems faced during the litigation process; the reasons women withdrew their claims before 
a decree; and the overall factors affecting women who tried to attain legal redress for their 
problems. Shala Zia, Hina Jilani, and Asma Jahangir, “Muslim Family Laws and Implemen- 
tation in Pakistan,” unpublished research report, Lahore, n.d. (19827), pp. 1 and 80, VI-VII. 

18. Although the literacy rate of their sample was generally lower for rural women, the 
study found “no startling difference” between their legal awareness and that of urban women 
having the same level of education or literacy. Ibid., p. 70. 

19. Gibb cites G. Berstrasser’s Grundzuge des Islamischen Rechts, ed. by Joseph Schact, 
pp. 99-100. 
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claimed new Islamic laws concerning enforcement of Hadood in 1979. 
(Muslim jurists use the term kadd, “limit,” in the sense of “legal ordi- 
nance.”) Zia also proclaimed orders concerning the Constitution and pro- 
cedures of a Federal Shariah Court in 1980 and 1981. 

The new law that most affects women is the Offence of Zina (Enforce- 
-‘ment of Hadood) Ordinance of 1979. According to the law, “a man and a 
woman are said to commit zina if they willfully have sexual intercourse 
without being validly married to each other.”2° The law also covers rape 
(zina-bil-jabr). 

There are several different sexual crimes under the zina ordinance, but 
only one—adultery—is a hadd crime. Conviction under this heading 
would call for stoning to death, but to date there have been no convictions 
since four males “free of major sins” who have witnessed actual penetra- 
tion must give evidence. All other sexual crimes, including rape, are tried 
under tazir, which calls for lighter punishment—prison sentences, plus 
fines and flogging. Many such convictions are appealed to the Federal 
Shariah Court, and during the period 1980-84 the convictions of approxi- 
mately 400 men and 50 women under ail categories of zina were upheld by 
the Court. 

One step toward Islamization of civil law that created considerable reac- 
tion among educated women was the Draft Law of Evidence passed by the 
Shoora in February 1983. The main controversy surrounding this draft 
concerned the number of witnesses necessary to establish evidence in a 
court of law. As reported in the newspapers, the draft law stipulated that 


the number and particulars of the witnesses would be in accordance with the 
Holy Quran and Sunnah the details of which are as under: In Hadood, accord- 
ing to the Hadood Ordinance. In gisas [homicide] cases according to the capital 
punishment and diyat [blood money] ordinance. In other matters, two men or 
one man and two women. If the said witnesses are not available, the court shall 
decide on the evidence of one woman or such other evidence and circumstances 
as may be available.”! 


In other words, women would have been completely barred from giving 
evidence in kadd cases, i.e., cases of murder, theft, zina, and drinking. 


20. New Islamic Law, Lahore, 1983, p. 11. Information in the following paragraph is also 
from this source, p. 12. For a discussion of the effects of this law, see Naima Sadia, “Punish- 
ment: Four Times,” Dawn, Star Supplement, January 13, 1983, III. 

21. The Law of Evidence was signed by President Zia on October 26, 1984, “‘to the thun- 
derous applause of the Shoora.” (Pakistan Times Overseas Weekly, August 5, 1984.) See also 
Qanoon-i-Shahadat, “Salient Features,” Dawn, March 5, 1983, p. 3, also, Ashraf Hashmi, 
“Shoora Prorogued: Evidence Law With Substituted Clause Passed,” The Muslim, March 4, 
1983. 
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Otherwise their testimony would be worth half a man’s testimony.?2 Pres- 
ident Zia sent the bill to the Law Division for “final approval” so it would 
be ready for implementation in the Qazi courts, which were supposed to 
start functioning on an experimental basis in Merch 1984. Without the 
enactment of the Law of Evidence, Qazi courts would not be able to func- 
tion properly. The Law Division was said to have made certain amend- 
ments to the recommendations submitted to the president by the chief 
justice of the Shariah Court.?? 

The symbolic power of making the legal evidence of one woman equal to 
half the evidence of one man led to many protests both before and after the 
draft Law of Evidence passed the Majlis-i-Shcora. Several women’s 
groups made public statements against legal discrimination on the basis of 
gender. On February 12, 1983, a small group of women lawyers and other 
interested women met in front of the High Court building on the Lahore 
Mall to protest the draft Law of Evidence. Eyewitness accounts differ as 
to the number of women and the exact sequence of events but there is no 
disagreement over the outcome—the women protestors were subjected to a 
lathi charge and were tear-gassed by the police. Several women leaders 
were arrested.*4 

Reaction to the protest and the police measures took two forms. The 
APWA and other women’s groups, as well as a few male-dominated 
groups such as the Lahore High Court Bar Association, condemned the 
police action. On the other hand, a great many erticles in both the Urdu 
and the English dailies branded the demonstration “sacrilegious.” Ac- 
cording to the Pakistan Times, about 100 “renowned ulema. . . have de- 
scribed women’s protest against the Law of Evidence as a proclamation of 
war against God’s commands.”?° 


22. Yameema Mitha, “WAF Meeting: Women Reject Draft Law of Evidence,” The Mus- 
lim, February 10, 1983. 

23. In January 1984, the government announced that women would be appointed as gazis 
(judges) to newly established women’s courts, where women litigants could choose women 
lawyers to serve them. 

24. In early February 1984, the Lahore WAF group announced a march on the Lahore 
High Court on February 12 to commemorate the episode of the previous year. A group of 
women protesting the Draft Law of Evidence did march on the High Court, but no untoward 
incident occurred. The police merely stood by and watched. It was a peaceful demonstra- 
tion, but the interesting point was the treatment by the press. The Muslim, published in 
Islamabad, reported the affair with about four inches of space on an inside page under the 
caption “Women’s Rally in Lahore”; Dawn, published in Karachi, gave it about eight inches 
of space, plus a photograph of about 5 x 8 inches showing a group of young women carrying 
placards, with the caption “Lahore Women Demonstrate” while the Pakistan Times, pub- 
lished in Lahore, the scene of the demonstration, totally ignored the whole affair. 

25. February 18, 1983. 
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The major strategy used by all parties to support positions for and 
against the draft law was to cite the Quran. Several attempts were made to 
claim that women lawyers were not competent to interpret the Quran. 
One article declared, “It is surprising that a small group of westernised 
women who cannot even read Arabic consider themselves qualified to in- 
terpret the Holy Quran.”2° Dr. Israr Ahmad, well-known for his contro- 
versial remarks, commented that “the Quranic provisions with regard to 
women’s posture vis-a-vis their evidence is clear and that two of them are 
equal to one man. This is a bitter pill which a modern and educated wo- 
man will have to swallow in an Islamic society. . . .”27 Not ready to start 
swallowing yet, the Islamabad branch of the WAF planned to start weekly 
classes in Arabic and Quranic studies, for “women must-be prepared to 
fight their own battles.”’28 

The Law of Evidence (Qanoon-i-Shahadat) promulgated by a presiden- 
tial order in October 1984 gave women equal voice in giving legal evidence 
except for financial transactions. This significant change in the draft law 
passed by the Shoora more than a year earlier came from a President’s 
Commission on the Law of Evidence. Predictably, those women’s organi- 
zations fighting for equal civil rights for both genders criticized the new 
law, calling it “vaguely and incompletely drafted.” Lack of clarification in 
the law as to the meaning of the phrase “matters pertaining to financial 
obligations” was seen as a particular handicap for women engaged in busi- 
ness. The WAF (Democratic), a splinter group, joined the Punjab Women 
Lawyers Association and the Anjuman Behbood-i-Khawateen in calling 
for a boycott of all government functions, but this effort failed.?° 

Another point at issue is the Council of Islamic Ideology’s recommenda- 
tion that in the case of diyat, where the murdered person is a woman (or a 
non-Muslim), compensation paid to the victim’s family is to be one-half 
that paid to the family of a male victim. Currently, gisas and diyat legisla- 
tion, which is almost identical to the Azad Kashmir Act, is pending before 
the Cabinet. The Council of Islamic Ideology draft is far more moderate 
than earlier drafts and will very likely be discussed by the new Shoora. 


26. N. A. Khwaja, “Women’s Rally: The Slogan and the Motive,” The Pakistan Times, 
February 18, 1983, II. (The Quran is written in Arabic.) 

27. Some months earlier, Dr. Israr Ahmed, an official of Pakistan Television publicly 
stated that all employed women should be pensioned off and return to their homes and live in 
purdah. 

28, Fauzia Rafiq, “Evidence Act a Forced Compromise,” The Muslim, March 10, 1983, p. 
3. 

29. Information for this paragraph came from Viewpoint, X:13 (November 1, 1984), pp. 
31-32; Pakistan Times Overseas Weekly, November 4, 1984, p. 5, and a personal communica- 
tion from Charles Kennedy. 
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Undoubtedly, sections of the draft will be referred to the Federal Shariah 
and Supreme Courts. Controversy surrounding the draft is still evident. 
There is considerable dissent by women Council members and disaffected 
ulema and religious minorities (both “hard line” and moderate). 

In late 1983 the Ansari Commission, appointed by President Zia to 
make recommendations for the future organization of the government, rec- 
ommended in a press release that male candidates for election to the 
Shoora “should not be below the age of 25,” while women should be “at 
least 50 years.” And, “If the husband is alive then the husband’s written 
permission be provided.”?° Throughout the article, references were made 
to male candidates or office holders. Women aciivists considered these 
limitations a gross form of discrimination. Many observers saw the age 
limitation to be clearly directed at Benazir Bhutto, acting chairman of the 
PPP, who was 30 years of age and unmarried. 

In spite of these obvious cases of discrimination against women, Paki- 
stani officials will frequently claim that women in Pakistan receive equal 
treatment with men. For example, at about the same time the Ansari 
Commission recommendations were made public, the Pakistani U.N. rep- 
resentative, Mrs. Ameena Khamisani, was quoted saying “that Pakistani 
women had the right to acquire knowledge, employment, holding of public 
office, selection of spouse, divorce, inheritance and the ownership and dis- 
posal of property.”?! 

In July 1983, President Zia appointed a Pakistan Commission on the 
Status of Women under the chairmanship of Begum Zari Sarfraz. Com- 
posed of 19 members, three of whom are men, the commission was initially 
constituted for one year. Its major assignment was to “examine the Sixth 
Five Year Plan in order to give special attention to the programmes relat- 
ing to women or those directly benefitting women [and]. . . it should be 
active and task oriented.”3? It planned to use as sources studies already 
done by the Research Section of the Women’s Division. Its four major 
goals were: to safeguard women’s rights in Islamic society; to provide 
health, education, employment, and other social benefits to women; to help 
involve women ‘in social development sectors; anc to integrate women of 
minority communities into programs for Pakistan’s social and economic 
development.73 Women leaders initially were pessimistic about the results 
of this effort, but were willing to wait and see what developed in the near 
future. Some felt the Commission was an effort on President Zia’s part to 


30. World Muslim Times, December 15, 1983. 

31. Pakistan Times Overseas Weekly, November 13, 1983. 
32. Muslim, January 27, 1984. 

33. Ibid. 


J. HENRY KORSON AND MICHELLE MASKIELL 609 


reassure women that his Islamization program was not synonymous with 
any regressive moves on the part of the current military regime. 


Women in the Labor Force 

Lee Bean noted in 1968 that the proportion of women in Pakistan’s labor 
force was one of the smallest in the world at that time.>* This is still true 
in 1985, although Nasra Shah found evidence of overall increasing female 
work participation in urban areas and a doubling of the proportion of wo- 
men in professional occupations from the early 1960s to the mid-1970s.35 
However, rural women still comprise the majority of working women in 
Pakistan today. Women working for a salary make up 2.4% of the urban 
population, according to the 1981 census figures, and 2.1% of the national 
population and 3.1% of females 10 years of age and older.*® 

The overwhelming majority of women professionals continue to work in 
a largely gender-segregated environment. The 1981 census figures re- 
corded about 90.6% of all women professionals employed in education 
and medicine.*’? Outside of girls’ schools and obstetrics/gynecology clin- 
ics, women often find their employment affected by norms of gender-segre- 
gation. Women journalists, for example, find their reporting limited to 
women’s activities and functions and they are discouraged from reporting 
on politics or economics.3® Professional women also face gender discrimi- 
nation in top-level government Jobs, particularly striking in education be- 
cause of the concentration of women in this field.*9 The majority of 
women professionals, then, remain within traditionally acceptable female 
environments, either by choice or by discrimination. 

The Zia government’s Islamization policies toward educated working 
women have dealt with fairly superficial issues so far. They have concen- 
trated on the appearance of working women rather than the limits of ac- 
ceptable women’s work. In January 1983, the press reported a government 
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directive calling for Pakistan Television women newsreaders to stop wear- 
ing heavy make-up and to refrain from experimenting with fashions and 
hairstyles. Of course, these newsreaders had been appearing on television 
with their heads modestly covered for some time. A Pakistan Times car- 
toon humorously suggested that the next step would be women news- 
readers wearing a burqa (veil).*° Again according to the press, Pakistan 
International Airlines officials ordered the design of a more modest uni- 
form for its women employees, along with a nationalized uniform for its 
male employees.*! These two examples apply to women working in a gen- 
der-mixed environment, but government directives have reached women 
teachers as well. Near the end of the spring term in 1983, the Punjab 
government directed women teachers to wear the chadder (shawl) while 
teaching in their classrooms. Students, of course, have been directed to 
wear the chadder for some time. 

One government directive in 1983 directly curtailed educated women’s 
work options, forbidding posts abroad to single women in the foreign ser- 
vice. This order apparently was extended later to single men as well, 
although it has not been enforced. Further, foreign service officer couples 
were forbidden to go abroad to the same station at the same time unless 
one partner resigned.* 

The concept of proper public behavior for Muslim women is central to 
future trends in the government’s Islamization policies. Should women be 
allowed to work with or even appear in front of men who are not their 
mehrams (spouses, or close male relatives with whom women are barred 
from marriage under religious law)? The government has apparently 
made an informal negative decision in the case of women’s sports, and 
conservative groups are calling for an end to gender-mixed cultural per- 
formances. In a society such as Pakistan, where strong traditions of gen- 
der segregation are coupled with limited respectably paid employment 
opportunities for women, informal processes keep women out of the ma- 
jority of public jobs without directives from the government. 

The Zia government has not yet developed a consistent policy on en- 
forcement of proper public behavior for Muslim women, nor has it devel- 
oped a wide-ranging policy on gender-segregated employment. This is at 
least partially due to disagreements within the government itself as to how 
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women should be treated. The government has moved toward institution- 
alizing gender discrimination in civil law as well as in a few directives 
concerning professional working women. It has committed itself to gender 
segregation in education—the separate women’s university issue—and has 
informally blocked women’s sports teams from going abroad. One could 
argue that the separate university issue and the virtual cancellation of wo- 
men’s sports outside of women’s colleges only affect a small minority of 
Pakistani women. However, government policies have indirectly affected 
all women through the paucity of government resources committed to wo- 
men’s economic development. Women’s employment opportunities in 
Pakistan have not yet been dramatically changed by specific government 
policies, but the long-term effects of Islamization seem unlikely to increase 
those opportunities beyond the present limited levels. 


Conclusion 

There is no question but that President Zia-ul-Haq has been a very adept 
political leader in maintaining himself in power and keeping the political 
opposition off balance for the last seven and a half years. And with the use 
of the recent referendum, he has assured himself an additional five years in 
office. He has used military rule to initiate and pursue his Islamization 
program, which has had nominal success. Islamiyat is a required course of 
study from primary through the university levels. The zakat and ushr sys- 
tem is in place, although there is much criticism of its operation. The 
banking system will shortly be “‘Islamicized.” With the recent elections 
the president has offered the electorate an opportunity to express them- 
selves, albeit in limited fashion since they could not opt for one political 
program as against another. But they did vote out a number of cabinet 
members and other officials of military rank, as well as right wing funda- 
mentalists. This may have surprised President Zia, but his response was 
that it proved the elections were “free and fair.” 

He had very cleverly assured the public that amendments to the consti- 
tution would be offered before the election, and the public assumed the 
newly elected Shoora would have an opportunity to review and pass on 
these. President Zia had actually prepared the amendments a year earlier, 
according to his own statements, and presented them a few days after the 
election in final form. 

The relationship between the president and the prime minister appears 
to be a curious one. In the usual parliamentary system, following an elec- 
tion the majority party elects one of its leaders to serve as prime minister. 
Since political parties could not participate in the election, the normal pro- 
cedure cannot be followed. According to the new Constitution the presi- 
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dent will choose the prime minister (and of this writing, March 10, it is 
rumored the former Railways Minister Junejo will be named), and it is 
assumed he will also choose his cabinet. How President Zia will continue 
to steer his course toward his vision of an “Islamic democracy” remains to 
be seen. 

The status of women will continue to be a prickly problem for the presi- 
dent into the indefinite future. The number of educated women will con- 
tinue to increase, and many of them will undoubtedly seek to expand their 
personal horizons and move, ever so slowly, toward the goal of an egalitar- 
ian society. The question of gisas and diyat has yet to be resolved. The 
Commission on the Status of Women which has been extended until June 
1985 and is expected to be made a permanent body, perhaps to be attached 
to the Women’s Division, will soon issue its first report. The Report of the 
Ansari Commission on the organization of government will probably be 
discussed in the new Shoora, several parts of which are concerned with the 
status of women. And the small, but politically active WAF will continue 
to monitor attempts to erode what few legal gains women have made since 
independence, and will continue to press for further gains in their efforts to 
achieve their civil rights and a degree of equality with men. 

President Zia considers that with the referendum vote he has a mandate 
to continue his program of Islamization. He is a deeply religious man and 
appears to be incorruptible. He might, then, be thought of as viewing 
Pakistan as a religious community, as “the twentieth century actualization 
of Islam as a social ideal.”43 The next five years should be an interesting 
period for Pakistan. 
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The urban labor force of Thailand prior to the mid-1960s was composed 
primarily of overseas Chinese and Sino-Thai. The primary industries of 
apriculture, forestry, and fishing, together with government services had 
long constituted the preferred occupations of indigenous Thai. By the 
1960s, rural Thailand’s growing population had absorbed unoccupied 
land, and this with industrial growth in urban areas combined to pull na- 
tive Thais increasingly into the wage labor market. The gradual shift in 
the ethnic composition of the labor force tended to weaken the laissez-faire 
attitude of the military government toward labor law promulgation and 
enforcement, and tended to change the opposition to formal labor organi- 
zations to a position of limited tolerance. 

Labor unions have existed off and on in Thailand since before World 
War II. Early unions in the postwar period were composed of Chinese 
dock workers, hawkers, rickshaw pullers, and labcrers. These early unions 
formed a loose federation, the General Trade Union Association, which in 
1947 was absorbed into the Central Labor Unior. (CLU), a federation of 
some 64 unions. Rival federations were established in the next seven years 
by Thai politicians to weaken the influence of alleged Communist leaders 
in CLU and to make the character of the labor movement more Thai.” 
Politicians also sought to use these federations to further their own influ- 
ence as political parties were legalized in 1955. Concurrently, laws were 
enacted limiting employment opportunities in selected occupations to Thai 
nationals in order to increase job openings for Thai citizens. In part, this 
led to the assumption of Thai citizenship and assimilation of Sino-Thai. In 
1956, legislation of a Taft-Hartley character legalizing and protecting Thai 
labos. unions was enacted, and by 1958 some 154 unions had been estab- 
lished. These were organized into three new federations with roots in two 
earlier federations, the leaders of which had political aspirations and who 
were allied with highly-placed generals seeking greater influence. A coup 
in October 1958 by Marshal Sarit led to the abolition of labor organiza- 
tions on the ground that they fomented strikes and were divisive of and 
alien to Thai culture.* Unions remained illegal until 1972, although some 
informal organizations in state enterprises continued to provide welfare 
and recreational services. Between 1958 and 1965 only 45 strikes oc- 
curred, all of a spontaneous nature, demonstrating the effectiveness of 
martial law; in some years only two strikes were recorded. A cumbersome 
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dispute settlement procedure was promulgated in 1965, but it was com- 
pletely ignored as some 141 strikes occurred in the 1966-72 period. 

The April 1972 edict by the military dictatorship allowed the formation 
of registered employee associations with as few as ten members, but mem- 
bership in the associations was limited to one enterprise and to one prov- 
ince. Thai citizenship and good moral character were also legal 
requirements for membership. Worker associations were prohibited from 
engaging in political activities. Membership was protected from employer 
retribution through specified unfair labor practices, but employers were 
not required to bargain in good faith with majority worker organizations, 
and indeed no voting procedure was established to determine employee 
organizational preferences or appropriate bargaining units. Instead, mi- 
nority union representation was permitted, and an association only had to 
represent 15% of an establishment’s employees to present bargaining de- 
mands. But under martial law unions were slow to form and only 15 had 
been registered one year after the edict. A student revolution in October 
1973 restored constitutional government and Thailand experimented with 
a democratically elected government until October 1976. During this pe- 
riod, 138 unions were established in many sectors: railways, docks, tex- 
tiles, hotels, road transport, utilities, teaching, and in various 
manufacturing industries. Most unions were located in the highly urban- 
ized and industrialized environs of Greater Bangkok. 

The dispute settlement procedures established in 1965 were continued as 
part of the 1972 edict. Work stoppages were not legally authorized until a 
mediation-arbitration process was exhausted; if arbitration was elected, the 
process could take up to 105 days before resolution or strike (see Chart 1). 
If arbitration was rejected, the mediation process could delay legal strikes 
for up to 75 days. The law during its life was neither understood, en- 
forced, nor obeyed. Most strikes originated in grievances and took place 
almost without warning because of the cultural reticence of Thai workers 
to challenge individually the authority of a superior. This avoidance of 
face to face conflict meant that grievance procedures as utilized in the 
United States were inoperable in Thailand. The strike as collective action, 
though illegal as it was, protected individual workers from employer repri- 
sal, demonstrated to management that a serious problem existed, and sig- 
naled government officials to intervene in order to mediate a settlement. 
Under martial law only grievances that generated high anxiety culminated 
in strikes; severe frustrations would not permit Thai workers to delay ac- 
tion for a period of up to 105 days for an uncertain outcome. Moreover, 
the sensitivity of Thai government officials to social disorder invariably 
brought in a Labour Department mediator to present the grievance 
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CHART 1 Labor Dispute Settlement Procedure, 1965-1975 
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to management and to work out a settlement without punishment to the 
“illegal” strikers. Hence, the grievance strike in the Thai context was an 
effective instrument to resolve conflict. 

If the number of strikes had remained on the order of 30 per year (the 
1970-72 average), the inadequacy of the dispute settlement procedure 
would have been tolerable. But the first half of 1973 saw the number in- 
creased to 40 in response to the combination of a more tolerant acceptance 
of unions and the economic pressure of rapidly rising prices. The student 
revolt in October literally blew the lid off Thai worker reticence, and over 
300 work stoppages occurred during the remainder of 1973. The 15% 
inflation rate in 1973 increased to over 24% in 1974, and although the 
number of work stoppages declined from 501 in 1973 to 358 in 1974, the 
average duration of walkouts tripled. The impact of the two-year wave of 
illegal strikes forced the government to recognize the failure of the earlier 
dispute settlement procedures and a revised procedure was enacted in Feb- 
ruary 1975. The cooling-off period was reduced to a total of eight days. 
Negotiations were required within three days after demands were 
presented, and Labour Department mediators had to be notified within 
twenty-four hours when an impasse was reached. If mediation did not 
produce a settlement within five days, either arbitration or a strike, with 
twenty-four hours notice, could take place. In certain emergency type sit- 
uations, the government could direct a resolution through arbitration. 
Some leaders of illegal strikes: were arrested as the government began to 
enforce the statute. Strikes in the 1975 and 1976 period declined in 
number and were of diverse origin, but increased in duration. 

The 1975 statute also liberalized constraints on the structure of worker 
associations. National associations became possible as inter-provincial 
connections were permitted. Associations were also permitted to affiliate 
with one another, and an informal federation was established by 65 unions 
later in 1975. Reconstituted in May 1976 as the Labour Council of Thai- 
land, it had by July enlisted associations comprising 80% of the union 
membership of Thailand. 

Activist university students in the 1973-76 period cooperated with mili- 
tant workers and farmer groups to dramatize social issues. However, stu- 
dents were unfamiliar with industrial realities, with worker needs, or with 
bargaining strategy, and they sometimes led workers into ill-conceived 
strikes and to excessive demands. Student activism under the guise of so- 
cial consciousness represented criticism of the established elite, who re- 
sponded by denouncing the student movement as being tainted with 
communism, radicalized by Marxian ideology, and as a pawn of the Soviet 
Union to foment social unrest. Public ire turned against the same student 
movements that had brought about the demise of military rule in 1973. 
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This propaganda counteroffensive created a climate that led to a massive 
confrontation at Thammasat University on October 6, 1976. Rightist 
groups and policemen stormed the campus and massacred scores of stu- 
dents. Hundreds were injured and thousands were arrested. The shock of 
this tragedy led elements of the combined military again to seize power in 
order to restore public order, and martial law was once more proclaimed. 
High ranking officers from the three military services formed the National 
Administrative Reform Council (NARC), which later was reconstituted as 
the Military Advisory Council after a civilian government was hand- 
picked. Public assemblies were forbidden and strikes were outlawed. 
Although 133 strikes were recorded in 1976, all but a handful occurred 
before the imposition of martial law. In 1977 only seven strikes were re- 
corded and strikers were quickly arrested. Strikes remained illegal until 
January 1981. 


Labor Relations Under Martial Law, 
1976-81 


By mid-1976 most union leaders had repudiated the efforts of students to 
use the labor movement as an ideological front. Instead, the union move- 
ment became increasingly conseryative, concentrating upon bread-and- 
butter economic issues that carried more weight with rank and file Thai 
workers. Aware of their growing political influence, labor leaders never- 
theless were content to remain politically neutral and to work within the 
Thai political system as their pragmatism adjusted to the realities of tradi- 
tional Thai conservatism. 

The conservative stance of union leaders served them well with the new 
military rulers. In 1958 the union movement had served as a scapegoat for 
the military coup; in 1976, it was the student movement that was charged 
with being tainted with communism and a threat to traditional Thai val- 
ues. The military junta apparently recognized that the growing industrial 
base of Thailand required organizations to represent the economic inter- 
ests of employees, and that attempts to suppress worker organizations 
would merely drive them underground, politicize them, and perhaps radi- 
calize them. Instead, the junta chose to reenforce the conservative force 
within the labor movement, to continue to recognize the right of unions to 
exist and to speak for the industrial labor force, but to restrain their use of 
power. Unions were kept under control not only by the ban on strikes and 
assemblies, but also through surveillance and by means of rumors that dis- 
ruptive behavior would lead to suppression. The labor movement was fur- 
ther weakened by an order of the prime minister removing employees of 
state enterprises from the protection of labor relations laws by declaring 
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them civil servants. State enterprise unions had been among the strongest 
in the labor movement, and this order severely eroded their source of legit- 
imacy. They continued to function as employee associations but without a 
legal constituency. 

The leadership of the Labour Council of Thailand (LCT) responded to 
these controls by admonishing member unions to comply with the proce- 
dures of the labor relations laws and to avoid participation in political 
intrigues. No strike occurred among unions affiliated with the LCT during 
1977, and the few work stoppages that did occur were spontaneous griev- 
ance strikes among unorganized workers. 

The repressive civilian government appointed by NARC after the Octo- 
ber 1976 coup encountered renewed inflation and declining foreign invest- 
ment. Its stern anticommunist stance increased frictions with its 
communist border neighbors. As internal tensions mounted, the junta be- 
came increasingly dissastisfied with the civilian leadership and on October 
21, 1977, the Military Advisory Council replaced it with a new govern- 
ment headed by the army chief of staff, General Kriangsak Chomanan. 
Kriangsak immediately took steps to establish better relations with the la- 
bor movement. State enterprise employees were promptly restored to the 
protection of the labor law, a rightist Labour Department director general 
was replaced by a former deputy director in office during the 1973-76 
growth period in the labor movement, and Kriangsak adopted an open- 
door policy to listen to complaints of labor leaders.* Early in 1978, restric- 
tions on rights of unions to assemble were abolished, and German and 
American labor missions were permitted to reinstitute labor training semi- 
nars. Martial law continued in effect, however, and strikes were still 
banned. Nevertheless, the increased liberalization made labor leaders 
more bold, particularly in state enterprises where unions were officially 
encouraged. During 1978, work stoppages occurred in the Public Ware- 
house Organization, the Express Transport Organization, the Metropoli- 
tan Electrical Authority, the Thai Tobacco Monopoly, and slowdowns 
occurred in the State Railways. Protest demonstrations as distinct from 
strikes were more common, and most disputes were in response to real 
wage declines associated with rising prices. Labor spokesmen urged the 
government to increase the minimum wage from 28 baht to as much as 45 
baht per day. Twenty-one strikes occurred in 1978, all were of short du- 
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ration, and the government for the most part chose to ignore these chal- 
lenges to martial law.® 

The labor movement had stagnated under martial law in 1977. 
Although two new unions were registered by the Department of Labour, 
others had ceased to exist. The Internal Security Operations Command 
(ISOC)—the military intelligence agency—which keeps Thai unions and 
other organizations under surveillance to guard against communist infil- 
tration, was rumored to have furthered internal division in 1978 by sup- 
porting a rival leadership faction within the LCT and by sponsoring a rival 
federation, the National Free Labour Union Congress (NFLUC).’ 

Still, the labor movement continued to grow. By the end of 1978 there 
were 167 registered unions, some 21 having registered in that year alone. 
Fifty-four more unions were registered in 1979 bringing the total to about 
220. The number of strikes in 1979 increased threefold over 1978 to 62, 
although they remained of short duration. Labor leaders became more 
vocal as they dramatized issues of interest to workers. Protest demonstra- 
tions were numerous as groups marched on the prime minister’s house, 
congregated before the Ministry of Interior, or assembled on the Pramane 
grounds, the Hyde Park of Bangkok. A relatively free press quoted labor 
leaders on almost a daily basis. Issues through 1979 revolved primarily 
around two subjects: the impact of continuing inflation, and measures to 
increase the influence of the labor movement. From 1976 to 1980, con- 
sumer prices in Bangkok and the country rose about 53%, an inflation rate 
of almost 13% per year. Labor protested vigorously against all forms of 
government activity that contributed to higher consumer prices: import 
tariff increases; petroleum product price increases; higher bus fares; lower 
rice subsidies. Concurrently, continuous pressure was applied to increase 
the minimum wage or to provide cost-of-living supplements to the wages 
of public and private workers, and, to soften up cfficials to these demands 
of labor, administrators were condemned in the press for managerial ineffi- 
ciency. To expand their influence, LCT leaders urged the government to 
repeal the ban on strikes. Labor sought greater and more equal represen- 
tation on tripartite councils whose decisions greetly affected union inter- 
ests, namely, the Minimum Wage Board, the Labour Relations Council, 
which decides unfair labor practice cases, and the Labour Court, which 
was to be formed in 1980 to hear a wide variety of grievance-type cases. 


6. Robert Shaplen, “Letter from Bangkok,” The New Yorker, July 14, 1978, p. 54. Early 
protests led to adjustments in salaries of civil service employees and teachers, but as strikes 
spread, unions were warned that “untoward events would not be tolerated.” 

7. “Benevolence Pays,” Business in Thailand, January 1979, p. 113. The latter tactic is a 
revival of one used during the 1950s. 


BEVARS D. MABRY AND KUNDHOL SRISERMBHOK 621 


The legitimacy of the protests with an economic origin and the brief 
duration of those strikes that did occur allowed the Kriangsak government 
to tolerate the deviations from martial law. The absence of a clear political 
overtone in the protests obscured the implicit but gradual undermining of 
martial law rule. Although Kriangsak initially had sought to appease or- 
ganized labor, a rift was already apparent by May Day, 1978, and it wid- 
ened throughout the following year as Kriangsak reportedly moved more 
to the right in favor of business interests.* His attempts to mediate be- 
tween the conflicting interests of labor and business and to resolve the eco- 
nomic tensions gripping the Thai economy were unsatisfactory to all. 
Rumors of a planned general strike with political objectives began to sur- 
face early in 1980. The Thai government has almost always been ex- 
tremely sensitive to widespread displays of social disorder. This may be 
attributed to the coalition nature of military rule among diverse cliques 
within the elite. Cliques of younger military command officers, often 
grouped by graduation class and anxious to move up and expand their 
influence, look for a senior military patron to support in a coup.? A public 
crisis provides them with an excuse to rearrange the coalition with a new 
leader at its head. 

In January 1980 a ten-day Thai Tobacco Monopoly strike occurred, su- 
perficially over a demand for a monthly cost-of-living allowance, but re- 
portedly as a signal to begin a wave of sympathy strikes by other state 
enterprise unions that would then lead into a general strike. The Tobacco 
Monopoly strike was broken by discharging leaders of the striking union 
and by a split in the LCT leadership over a willingness to participate in the 
strike.!° Then a labor rally on February 22 to protest against rising prices 
and a recent 30% increase in gasoline prices was orchestrated into a gen- 
eral condemnation of Kriangsak’s policies, creating enough turmoil to 
cause the military to petition General Prem Tinsulanond, the Army chief 
of staff, to form a new government under his leadership. Prem was in and 
Kriangsak was out. The rally served the purpose of a general strike, and 
its political consequence was attributed to an arrangement between the 
chief of ISOC and one of the leaders of its surrogate labor federation, the 
NFLUC, for the latter to call for Kriangsak’s resignation.!! 
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9. John McBeth, “A Touch of Class,” FEER, October 3, 1983, pp. 50-52. 

10. John McBeth, “The Government Under Siege,” FEER, February 8, 1980, p. 15. This 
reticence of the LCT may have been a result of the decisive action taken by the government in 
putting down the strike, but the president of LCT at that time, Paisal Tawatchainant, has 
been wary of involving the labor movement in political intrigues. 

11. Richard Nations, “Prem Balances his Cabinet,” FEER, March 28, 1980, pp. 19-20. 
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As did Kriangsak, the Prem government moved quickly to make its 
peace with labor. It implemented the Labour Court with tripartite repre- 
sentation of 20 professional judges representing the public and trained in 
law, 20 associate judges representing employers, and 20 judges represent- 
ing unions and the working class. A panel consisting of representatives 
from each group promptly hears cases of a grievance nature which allege 
violations of the labor laws.!* The prime minister met with Thai workers 
at a May Day rally to reassure them of the goverrment’s commitment to 
fairness and evenhandedness in representing their interests of full employ- 
ment, enhanced education, and labor law administration.'> Prem affirmed 
his acceptance of the principles of trade unions, encouraged universities to 
resume seminars for the training of trade union leadership, and promised 
that wage benefits in state enterprises would match those in the private 
sector. Later, he opened a dialogue on removal of the strike ban, and the 
ban was abolished on January 28, 1981. In order to provide a substitute 
for direct action and to institutionalize conflict resolution, Prem estab- 
lished the tripartite National Labour Development Board to provide a fo- 
rum for discussion of labor problems and to recommend policies to deal 
with these problems. 


The Labor Movement in the Post—Martial 

Law Period 
The success of Prem’s policies is revealed by the occurrence of only 18 
strikes in 1980 in a year when prices rose almost 20%. The removal of the 
strike ban in 1981 resulted in an increase in both the number and duration 
of strikes, with man-days lost being the highest since the imposition of 
martial law in 1976. After this flurry, strikes in 1982 declined to only 22, 
rose to 28 during 1983, and increased threefold to 86 in 1984 (see Table 1). 
Labor leaders continued to press for increases in cost-of-living allowances 
and in minimum wages as inflation declined to 12.4% in 1981, to 5.0% in 
1982, to 4.1% in 1983, and rose slightly to 6.0% in 1984. From 1980 
through 1983 the daily minimum wage for Greater Bangkok was fixed in 
October, first at 54 baht, then at 61, next at 64, and in 1983 at 66 baht. On 
January 1, 1985, the daily minimum wage for Greeter Bangkok became 70 
baht; in four other metropolitan provinces, including Chiengmai, it was 
raised from 63 to 65 baht, and in the remaining provinces from 56 to 59 
baht. During this period, labor continued to demonstrate in opposition to 
government policies inimical to the interests of unions or workers, but the 


12. “New Labour Court,” Business in Thailand, May 1980, p. 15. 
13. “Prime Minister Prem Tinsulanond’s Message on Labour Day, May 1, 1980,” Investor, 
17:5 (May 1980), pp. 9-12. 
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TABLE 1 Strikes in Thailand, 1956-84 


Number of Number of Man-days lost 

Year Strikes workers involved ` from strikes 
1956 12 66 - 3,673 
1957 21 203 12,947 
1958 4 458 4,202 
1959 1} 846 8,160 
1960 2 23 64 
1961 2 68 93 
1962 3 81 63 
1963 4 118 159 
1964 6 300 539 
1965 17 3,753 6,566 
1966 17 l 5,413 18,764 
1967 2 470 470 
1968 14 1,867 -3,216 
1969 18 5,345 23,593 
1970 25 2,888 6,004 
1971 31 5,153 12,646 
1972 34 7,803 19,903 
1973 501 177,887 296,887 
1974 358 105,883 507,607 
1975 241 94,747 722,946 
1976 133 65,342 495,619.5 
1977 7 4,868 12,331 
1978 21 6,842 8,600 
1979 64 16,203 33,837 
1980 18 3,230 5,356 
1981 54 22,008 173,398 
1982 22 7,061 116,795 
1983 28 10,532 54,537 
1984* 86 32,752 183,698.5 





SOURCE: Department of Labour, Ministry of Interior, Yearbook of Labour Statistics, 
1974, and Yearbook of Labour Statistics, 1983. (Bangkok: May 1975, May 1984). 
*March 1985 figures. 


resiliency of the Prem government has been proven by its reelection in 
April 1983 and its survival to date.'4 In the meantime, the number of 


14. A massive demonstration in November 1982 organized by a coalition of unions and 
student leaders forced the government to rescind a transit fare increase. The government 
remains sensitive to social disorder. Earlier in 1981 an attempted coup was defeated. Gen- 
eral Arthit Kamlangek, later Supreme Commander, supported Prem and helped crush the 
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registered unions continued to increase to 378 in April 1983, to 408 in 
February 1984, and to 434 in February 1985. 

The proven ability of the labor movement to create public disorder when 
issues of special appeal to Thai workers arise has given labor leaders an 
amount of leverage disproportionate to the economic strength of unions. 
Because state enterprises employ large numbers of workers and because 
the government requires state enterprise managers to recognize and deal 
with unions, the 93 unions comprising these workers are the largest and 
most powerful in Thailand, enrolling about 150,000 members in February 
1985. Their leaders form the crux of the leadership in the four registered 
federations (see Table 2) and wield great power th-ough their control of 
vital public utilities.15 Yet, public sector unions must secure approval of 
the Cabinet before negotiated wage increases may go into effect. Because 
most of the 341 unions in the private sector as of February 1985 are minor- 
ity unions and because of a number of other factors including the state of 
the economy, growing management sophistication in opposing unions, and 
recent unfavorable court decisions concerning the liability of unions dur- 
ing strikes, these organizations also possess relatively weak bargaining 
power. Private sector membership early in 1985 consisted of about 
100,000 employees. Hence, the collective power of the labor movement is 
substantially greater than the sum of the power of individual unions. 

The LCT, by far the largest federation, which until September 1982 
comprised almost 50% of Thai unions and almost 80% of the member- 
ship, had since its inception in 1976 espoused an independent, nonpolitical 
form of business unionism committed to supporting “bread and butter” 
issues for the working class.!© This independence created a political risk 
for an incumbent government whose survival could be threatened by or- 
ganized protests. A number of options to control union activity were 
available, some more viable than others. Unions could be suppressed as 
they had been in 1958, but the current stage of development of the Thai 
economy, the independent character of the Thai people, and pressure from 


rebellion of Army colonels. A mock no-confidence ballot staged by the Chart Thai Party 
early in February 1984 was countered by a delegation of one hundred high ranking military 
officers who convened at Prem’s residence to demonstrate their loyalty and support for his 
government. Late in 1984, Prem survived television attacks by General Arthit on the govern- 
ment’s devaluation of the baht. 

15. Paisal Sricharatchanya, FEER, February 2, 1984, p. 53. 

16. The second largest federation, NCTL, once had 32 member unions, but in August 
1982 thirteen were expelled for nonpayment of dues. Allegedly, this expulsion was motivated 
by the incumbent president’s wish to prevent a challenge to iis leadership. Supachai 
Manusphaibool, Thai Labour Chronicle, August 1982, p. 5. 
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TABLE 2 Composition of Major Thai Labor Federations, February 1984, 1985 


Number of 
Affiliated Number of 
Unions Members 
Name President 1985 1984 1984 
Labour Council of 
Thailand (LCT) Ahmad Khamthedthong 105 190 185,783 
Thai Trade Union 
Congress (TTUC) Paisal Thawatchainan 54 44 35,744 
National Congress of 
Thai Labour (NCTL) Sanan Wongsuthee 28 ` 23 not reported 


National Free Labour 
Union Congress 
(NFLUC) Lamead Pradabsri 16 14 not reported 


SOURCE: Ministry of Interior, Department of Labour, 1984, 1985. 


international investors in the free world prohibited the implementation of 
this option. Overt political action by union leadership could be made ille- 
gal, as it was in the 1972 edict and the 1975 Labour Relations Act, but this 
also tended, if enforced, to increase the independence of the movement. 
Overt union demonstrations through mass assemblies and strikes could be 
outlawed under martial law, as they were in 1976, but the rationale for 
martial law weakens as the state of emergency declines. Moreover, sup- 
pression of demonstrations based upon legitimate grievances requires an 
exercise of totalitarian power that is alien to the benevolent and paternalis- 
tic rule of the Thai military. Hence, the maintenance of martial law disci- 
pline was at best a stop-gap measure. A fourth alternative would be to 
weaken the movement through internal divisions and if possible to form an 
alliance with one of the factions, preferably the dominant one. 

In order to provide a countervailing labor voice, ISOC is reported to 
have established and supported the NFLUC as a rival federation. Evi- 
dence of this support is found in the NFLUC’s ability to remain a regis- 
tered federation even though the number of its union affiliates until late 
1984 remained below the legal minimum of 15. The use of a leader in the 
NFLUC to assist in bringing down the Kriangsak government, noted pre- 
viously, allowed military elements allegedly to manipulate a wing of the 
labor movement for their own political ends. 

However, a more effective way to control the labor movement is to con- 
trol the leadership of the LCT. The original and incumbent president until 
1982 was Paisal Thawatchainan, and he was known to be wary of political 
alliances. Long supported by the Asian-American Free Labor Institute 
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(AAFLD, the AFL-CIO affiliate, Paisal shared its views that the ultimate 
strength of the labor movement emanated from the support of its mem- 
bers, and he believed workers could not be mobilized for issues not directly 
related to their economic interests. Hence, he was skeptical of political 
entanglements. Given the historically short public life of Thai politicians, 
an alliance with one could have disastrous consequences for a labor leader 
when the politician fell from power. On the other hand, two officers of the 
LCT, also president and vice-president of the State Railway Workers As- 
soclation—the largest union in Thailand—had been associated with ISOC 
on security missions. These leaders, Ahmad Khamthedthong and Sawat 
Lookdole, had advocated the formation of a labor party, and Sawat, re- 
portedly believing that the Thai Labor movement had gone as far as it 
could go as a “bread and butter” organization and that it must become 
political in order to gain more influence, organized the Democratic Labour 
Party.!’ This division in philosophy as to the direction of the LCT led toa 
successful challenge of Paisal’s presidency by Ahmad, who succeeded 
Paisal in office in August 1982. Shortly thereafter, a large number of 
member unions withdrew from the LCT to form under Paisal’s leadership 
an ad hoc fourth federation, the Thai Trade Union Congress (TTUC).!® 
In the April 1983 parliamentary elections, the Democratic Labour Party 
ran six candidates for the House and all were soundly defeated.!° Sawat 
and another labor representative were then appointed by Prem to the Sen- 
ate. The movement of unions out of LCT either to other federations or to 
independent status continued during 1984 (see Table 2). 

It is now believed that the influence of ISOC on LCT policies is consid- 
erable.2° One hypothesis is that ISOC seeks to use labor as a counter- 
vailing power bloc to challenge the predominant Sino-Thai control of 
finance and industry. The Thais have long been suspicious of expatriate 
Chinese who have controlled Thai commerce since the nineteenth century. 


A directory of Thailand’s 100 largest manufacturing companies compiled by the 
Commerce faculty of Thammasat University shows that 63 of them are directly 
controlled by Chinese. . . . Of the 25 men considered to be most influential in 


17. Thai Labour Chronicle, No. 67 (April 1982), p. 8. 

18. Until late 1983, the TTUC had not been registered by the Department of Labour, and 
hence it was ex officio. Because it had no legal status, the TTUC was not permitted to be 
represented on tripartite labor tribunals. See “The Trade Unions Movement.” Thai Labour 
Chronicle, No. 78 (March 1983), p. 2. The TTUC is now registered and in 1985 is the fastest 
growing federation. 

19. In June 1983, it was the view of the Director of AAFLI that until Greater Bangkok 
has up to two million people willing to support unions, a labor party could not be viable. 
There were only about 250,000 members in all unions in Thailand in early 1985. 

20. “Labour Chief Alleges Govt. Interference,” Bangkok Post, May 31, 1983, p. 2. 
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the business world, 23 are of Chinese descent. Board meetings are conducted in 
a variety of Chinese dialects loaded with Thai and English expressions. . 
The Chinese ‘big clans’ regulate the money market and control the prices of 
land, medicine, construction materials and even food. By intermarriage they 
have maintained a tight control on the markets they carve up among them- 
selves.?! 


If organized labor were a cohesive movement it would have the poten- 
tial, politically, to become an instrument to contain the business sector, 
which has become increasingly independent in its domestic and interna- 
tional dealings. This would enable the military to extend its control over 
other sectors of the economy. However, there presently are four federa- 
tions, three of which—the LCT, NCTL, and TTUC—are engaged in vitri- 
olic infighting for influence in the labor movement, which of course diverts 
their attention from criticisms of and actions against the government. 
AAFLI, once a supporter of LCT under Paisal, now appears to be disillu- 
sioned with LCT’s policies and has cautiously shifted its support to TTUC. 
Thais, long sensitive to alien influence over the conduct of their internal 
affairs, have used this shift to criticize AAFLI and indirectly TTUC.* 
For over a year, the government delayed registration of TTUC and hence 
impeded its influence on the labor movement relative to that of LCT. The 
labor movement thus remains divided with more unions having chosen to 
remain independent of the federations; some informed observers believe 
this is the result of a conscious “divide and conquer” strategy of the gov- 
ernment to weaken the movement. 

The divisiveness in the labor movement is not its only source of weak- 
ness; there also are structural weaknesses. Except for the large state enter- 
prise unions, most unions have relatively small memberships and are single 
unit, company-based organizations. And most of these are minority un- 
ions, representing less than half the employees of a firm. Some have griev- 
ance committees, but otherwise there are few grass roots representatives, 
such as shop stewards. Attempting to answer some of these weaknesses, a 


21. Peter Fish, “Children, the Key to Thai Integration,” FEER, June 16, 1978, p. 23. A 
1982 study by Kirkkiat Phipatseritham, former Dean of the Faculty of Economics of Tham- 
masat University, has detailed the enormous degree of control of Thai finance and industry 
by a few Chinese families through interlocking directorates. To break up this control of the 
financial sector, the 1979 Commercial Banking Act required that families divest themselves of 
bank ownership to the extent that by 1984 at least 250 shareholders must own more than 
50% of the banks. Family owners of two of the largest banks had not complied as of Decem- 
ber 1984. Paisal Sricharatchanya, “Thai Baht on a Managed Float,” FEER, December 7, 
1984, p. 62. 

22. “LCT to Investigate Foreign Meddling,” The Nation Review (Bangkok), June 20, 1983, 


p. 6. 
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number of unions in the same industry had formed, by February 1985, 
some 16 industrial federations—hotels, electrical utilities, railways, petro- 
leum refineries, and banking—and these coordinate their members’ bar- 
gaining strategies and pool information. The Krung Thai Bank union (a 
state enterprise union) has members in 150 branchas throughout the coun- 
try. Until 1982, it administered its affairs from Bangkok. When this 
proved to be too difficult, it established 11 regional offices each headed by 
an elected representative who handles area problems. These representa- 
tives plus 10 other union officials make up a Joint Employee Council to 
deal with bank management. The AAFLI director believes this is a move 
toward the shop steward system, and that once cther large unions over- 
come their reluctance to decentralize and to affiliate to form sector federa- 
tions, the free trade union movement will then have a firm structural basis. 
However, he does not foresee such a development before 1988. At the 
moment, Thai union leaders are too concerned with protecting their own 
organizations from incursions by rival leaders to experiment with a decen- - 
tralized internal structure. Enterprise unions are democratic organizations 
and they have on numerous occasions voted out of office one set of leaders 
in favor of another. Thai unions, like many American ones, have tended 
to turn inward because they do not have sufficient resources to represent 
their own membership and at the same time run missionary organizing 
campaigns at other companies.?? Hence, they forego the latter. 


Procedures for Settling Labor Disputes 
In most Thai establishments no operational grievance procedure exists 
through which worker complaints can be recognized and resolved. The 
absence of a functional grievance procedure can be attributed on the one 
hand to cultural perceptions of interpersonal relations and on the other 
hand to a lack of awareness and understanding of modern personnel prac- 
tices. Thai management is traditionally paternalistic, especially in small 
and medium-sized firms. As in any Thai social relationship, status rank- 
ings are well-defined, and the worker-manager relationship is of the nature 
of a client-patron relationship. In the Thai firm, docility is more valued 
than ability; obedience and loyalty are more important than productivity. 
It is almost taboo for a subordinate to challenge a superior. Because of 


23. See Richard N. Block, “Union Organizing and the Allocation of Union Resources,” 
Industrial and Labor Relations Review, 34:1 (October 1980), pp. 101-13. In Thailand the 
motivation to organize typically comes from the workers themselves who may seek advice 
from an established trade union leader. Some of these leaders, who tend to be national figures 
with constituencies built on their cooperative efforts, have a reputation for being quite helpful 
and open to requests for assistance. 
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this, communication tends to be in one direction—downward. Embarrass- 
ing confrontations are to be avoided by the client, for he is aware of his 
powerlessness and his dependence on the goodwill of the patron. If condi- 
tions are intolerable, a subordinate may prefer to leave the firm rather than 
individually raise an issue. Groups of employees with similar sentiments 
may simply walk out rather than confront management with the com- 
plaint. While formal grievance procedures have been required by law in 
large establishments since 1965, traditional subordinate attitudes prevail. 
The mere existence of a grievance procedure is not sufficient to guarantee 
its use by subordinates if this procedure provides no protection against the 
power and retribution of a superior. 

In state enterprises, where unions are strong, there have developed 
grievance procedures consisting of one or two steps and utilizing the ser- 
vices of a grievance committee. In such protected situations, Thai workers 
are beginning to voice their complaints through committees, but they are 
still unwilling to do so on an individual basis.2* In order to encourage 
worker-supervisor dialogues, Japanese-managed firms and some Thai es- 
tablishments have established “quality circles” to deal with shop-related 
problems. However, labor relations in Japanese firms are not good, and it 
has been alleged that “quality circles” are a device to keep shops non- 
union.*> Some firms have attempted to train supervisors to be more aware 
of and open to employee grievances by enrolling them in human relations 
seminars. Employees with grievances attributed to unfair labor practices 
of an employer may appeal to the Labour Relations Committee (LRC), 
which has been in operation since 1972. For the most part, workers have 
been reluctant to present complaints, partly because of their natural cul- 
tural reticence, partly because of ignorance of their rights under the La- 
bour Relations Act, and partly because of a belief that the LRC is 
promanagement. Hence, only unfair labor practices of a gross and obvious 
nature have been presented to the LRC, and its earlier rulings tended to be 
overwhelmingly in favor of complaining workers. 

In recent years, management has been better prepared than workers in 
presenting their cases, and the ratio of cases won by complaining employ- 
ees to those won by employers is only about 60:40.26 Employees with a 
wage grievance or an unfair labor practice complaint raised after the expi- 


24. Interview, Personnel Officer, Electricity Authority of Thailand, Thammasat Univer- 
sity, Bangkok, June 6, 1983. 

25. Interview, Dr. Malee Pruekpongsawalee, Professor of Law, Thammasat University, 
June 8, 1983. 

26. Interview, Supachai Manusphaibool, Bangkok, June 8, 1983. Supachai was a former 
member of the LRC. 
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ration of the 60-day statute of limitations may present them to the Labour 
Court. As with the LRC, workers are easily intimidated by rough ques- 
tioning from the tripartite panel, they are ill equipped to argue their case, 
and they tend to be relatively poorly represented. Still, they win the pre- 
ponderance of their cases, and the procedure before the Labour Court 
yields an expeditious decision. 

Substitutes for the grievance procedure and alternatives to the grievance 
strike, once the only outlet for pent-up worker frustrations, have developed 
and are being used. Consequently, grievance strikes are not as numerous 
and, because labor unions tend to utilize these other outlets, occur mostly 
in non-union firms. 

Since 1973 the government also has attempted to encourage a dialogue 
between employees and employers in situations where the size of the firm 
is likely to produce an impersonal employment reiationship. In firms of 50 
or more employees, a Workers’ Council may be established consisting of 
from five to 21 elected representatives, depending on the size of the firm. 
Several large enterprises, primarily of Western ownership, have instituted 
more informal employee consultation committees whose members meet 
with company labor relations officials. The establishment of Workers’ 
Councils has not been without controversy, and in recent years this effort 
seems to have declined. Unions fear such groups will dilute employee alle- 
giance and make membership drives less productive. Unions in Thailand 
generally have not concerned themselves with details of shop administra- 
tion, and Workers’ Councils or employee committees may fill this gap. 
Because members of the Councils are immune frem discharge except with 
the approval of the Labour Court, workers interested in forming a union, 
who otherwise would have no such blanket proection, can first form a 
Workers’ Council as a nucleus for an enterprise union. As a consequence, 
employers do not now encourage the formation of Workers’ Councils, and 
in February 1985 only four remained registered. 

Problems remain for the favorable resolution of industrial disputes. 
Thai society is still traditional and conservative; business and government 
are still allied and will continue to be as long as economic development 
remains a dominant national objective. Business leaders have been reluc- 
tant to acknowledge the challenge to their traditional authority raised by 
emerging labor organizations. As these have developed, industry resis- 
tance has arisen, as expected, and countervailing employer organizations 
and procedures have appeared. In February 1985 there were fifteen regis- 
tered employer associations, one employer federetion, and one employer 
council. Unemployment problems have become substantial as Thailand’s 
population continues to grow, mature, and enter the labor force, and such 
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unemployment has constrained the labor movement in achieving economic 
objectives through direct confrontations with management. 

During the 1980s strikes have been predominantly economic in origin as 
employer resistance to union bargaining demands has stiffened. Increas- 
ingly, employers are taking the initiative in making demands, and if these 
are not granted they have been willing to lock out employees. In other 
cases when union demands are presented in negotiations or for recogni- 
tion, the employer may refuse to bargain. A walkout may ensue or, alter- 
natively, after work hours, a demonstration might be held. The latter 
would consist of a big rally held in front of the company, often with a 
band, a picnic, and speakers. The crowd may move in mass to the Labour 
Department or to the prime minister’s residence to catch the attention of 
the press. The Labour Department then would intervene and put pressure 
on the company to negotiate, wishing to get the disturbance out of the 
newspapers. Management would then sit down with workers and reject 
their demands, or perhaps offer a token counterproposal. The union 
would then come back with a second proposal and the company might 
raise its token offer just a little. An agreement would then be reached, but 
rarely put in writing.2” Almost always the issues are wages, cost-of-living 
allowances, or uniforms—not vacations, holidays, or paid insurance. Sen- 
iority is honored because of Thai custom, not because of union demands. 

A few large establishments, Esso and Shell, for example, have entered 
into written agreements covering a wide range of subjects. State enterprise 
negotiations are also more likely to be conducted in good faith. However, 
one informed observer expressed the opinion that at most only one-third of 
the large companies in Thailand can ideologically accept a bilateral rela- 
tionship with employees. Those knowledgeable about Thai labor relations 
have said that small Chinese firms, which, except for a few hundred com- 
panies, make up the smaller businesses in Thailand, do not and will not 
accept unions. Japanese firms oppose unions and have experienced bad 
labor relations. It is reported that the top American executive of a U.S. 
company was told by the home office that he would be replaced if the Thai 
affiliate was unionized. It is this attitude that has led one Thai labor 
scholar to conclude that Thai labor relations on a continuum from conflict 
to cooperation are closer to conflict. 


27. This account, described by a member of the Bangkok American Chamber of Com- 
merce Labor Relations Council, parallels an earlier one of Lombard, Business in Thailand, 
January 1974, p. 9. “While negotiations are going on, many strikes take on a festive atmos- 
phere. Dancing, drinking, and at least on one occasion a band was hired. The climax comes 
when the workers’ representatives announce the terms of the agreement to a crowd of em- 
ployees, only to be greeted by a chorus of boos together with accusations they have been 
bribed by management. A strike in Thailand is like nowhere else in the world.” 
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Why then have strikes since January 1981 been so infrequent? As noted 
above, the reduction in grievance strikes is a result of (1) the legal outlets 
available in the Labour Court and the Labour Relations Committee, 
(2) the emergence of some rudimentary operational grievance procedures, 
(3) the training of supervisors in human relations skills, or (4) the residual 
fears of potential martial law enforcement. Some observers have alleged 
that economic strikes are fewer because the almost annual upward adjust- 
ment in minimum wages by the Wage Board has removed a primary mo- 
tive of workers to strike. In addition, it is argued that in the types of firms 
where economic strikes are most likely to occur—the larger ones and the 
state enterprises—cost-of-living allowances have been instituted and annu- 
ally adjusted, and these have relieved pressures that would come with de- 
clines in real wages. Moreover, in impasse situations involving firms in 
which a strike could have an adverse economic impact on the public (and 
these are not limited to emergency type disputes), the Ministry of Interior 
has more frequently referred the dispute to the Labour Court for an arbi- 
trated settlement. Others have noted that while unions primarily exist in 
the modern sector of a dual economy among firms that are more likely to 
pay the minimum wage, the bargaining power of unions in this sector vis- 
a-vis the employer is relatively weak. Workers are reluctant to strike be- 
cause their savings are low, strike benefits are not paid, and hence their 
ability to finance a strike is limited. Moreover, the Thai economy exper- 
ienced a recession in the 1981-83 interval and many firms facing a strike 
would either temporarily shut down, lock out employees and replace them, 
or even go into bankruptcy. Jobs in the modern sector are scarce, and 
workers are reluctant to risk losing jobs when the probabilities of finding 
equally good ones are low.?8 Urban unemployment is high in Thailand 
and is increasing, and a firm can replace striking workers with relative 
ease. Employers recognize this. A Sino-Thai executive of the largest tex- 
tile plant in Southeast Asia, which in 1982 experienced a strike of its 
12,000 employees, candidly replied to the question of what the settlement 
was: “We gave them their jobs back.” 

The legality of a strike depends upon adherence to the procedures of the 
Labour Dispute Settlement Act of 1975. Workers are permitted to strike 
and may not be discharged or coerced for participating in a union or a 


28. In explaining the unusually low rates of turnover in large firms in Thailand, Koji Taira 
and Chirayu Isarangkun have documented this concern of Thai workers. See “Labor Mar- 
kets and Workforce Management,” Proceedings of the IRRA, December 28-30, 1975 
(Madison: University of Wisconsin, 1976), pp. 17-23. The Personnel Officer of the Electric- 
ity Authority of Thailand reported on June 6, 1983, that EAT has a waiting list of 30,000 job 
applicants. 


BEVARS D. MABRY AND KUNDHOL SRISERMBHOK 633 


walkout. However, this protection under the Labour Relations Act does 
not hold where employees of the union (a) engage in fraudulent or criminal 
action against their employers, (b) purposely cause serious damage to the 
employer, (c) where there is a breach of legitimate orders and rules of an 
employer, or (d) where action is taken to cause others to break the collec- 
tive bargaining agreement or an arbitration award.*? Serious damage to an 
employer has been held by Thai courts since 1982 to include peaceful 
picket line behavior in a primary dispute that impedes entrance to or exit 
from an employer’s place of business, or publication of facts of a dispute 
that results in public embarassment to the employer or a loss of sales. 
These rulings place union self-help activities in much the same legal posi- 
tion as that of unions in the United States prior to the Federal Anti-In- 
junction Act of 1932. The Thai perception of union rights of free speech 
and self-help are markedly different from that current in the United States. 
Thai workers may withhold labor but they cannot picket in large numbers, 
block entry or exit, request assistance from others to withhold services or 
purchases, or publicize statements against the employer. Union leaders 
have been imprisoned for libel for publishing criticisms against manage- 
ment officials. The “means and ends” test in U.S. jurisprudence does not 
apply in Thailand. As a consequence, Thai employers may fire workers 
and sue unions for such strike activities, and they have increasingly re- 
sorted to the courts to break strikes through legal means.°° 

Thai employers have become sophisticated in using other methods to 
combat union activities. Lockouts are now common and occur simultane- 
ously with strikes. Workers sympathetic to unions or active in union af- 
fairs have been summarily discharged, and even though the Labour Court 
may award them back pay, no reinstatement is required if “the worker and 
the employer cannot continue a harmonious employment relationship.” It 
has been alleged that some business leaders have used their political con- 
nections to persuade government officials to intervene in labor disputes to 
impose settlements favorable to business interests. Unions have been infil- 
trated by company spies, who have either provided information about 
union activities and union supporters or sought to undermine the leader- 
ship of the union and membership support. Intimidation has also been 


29. Supachai Manuspaibool, “Unfair Labour Practices,” Business in Thailand, August 
1980, p. 31. 

30. See Thai Labour Chronicle, “Union Leaders Jailed for Libel,” No. 72 (September 
1982), p. 4; “LCT to Intervene in Narai Hotel Case,” No. 75 (December 1982), p. 3; “Dam- 
age Claim Made Against Labour Leaders,” No. 69 (June 1982), p. 12. Also, “Factory Sues 
Union Men,” Bangkok Post, June 8, 1983, p. 1. This damage suit for 2,734,000 baht was 
against two labor leaders for alleged financial losses to Thai Textile Company, Ltd., resulting 
from a seven-day strike in 1982. 
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used. It is said that some Chinese employers, protected by their secret 
societies, will never be unionized, for to attempt to do so is sure suicide for 
union promoters.?! Assassinations of militant leaders are not uncom- 
mon.?* One trick used by employers has been that of “framing” a trouble- 
some employee by planting company property on his person and accusing 
him of theft. This, under the labor law, justifies discharging him for cause. 
A variation involves planting illegal drugs on his person and then having 
him searched by the police. The subsequent arrest removes the worker 
from the plant. Once in jail, the worker may be discharged for being ab- 
sent for more than three days. 

These tactics, of course, are not unfamiliar to students of labor contests 
in other countries. The relative newness of the labor movement in Thai- 
land means, however, that many Thai employers are using them for the 
first time and finding them no less effective than when used by other em- 
ployers in other lands in earlier times. 


Thai Personnel Management 

The immature union movement had not until 1973 required the sharpen- 
ing of human relations skills on the part of management, or the develop- 
ment of a codified body of rules for the workplace which required 
systematic application and adjudication. As the union movement has de- 
veloped and become more militant, however, these deficiencies in person- 
nel administration have become more glaring. A U.S. Chamber of 
Commerce survey revealed in 1974 that only 60% of surveyed larger com- 
panies in Thailand employed a personnel manager. In 1984, this figure 
had changed little. Most Thai firms are still small, family owned and oper- 
ated businesses, although large companies are employing an increasing 
share of the paid labor force. Personnel administration is accepted only as 
the number of large employers increases, as labor legislation has been ex- 
tended and enforced, and as the labor union movement has expanded, 
gained experience, and flexed its muscle.>* 

In small establishments, the top personnel officer is typically the owner- 
manager; this is also true in many middle-sized firms. For example, in a 
textile plant employing more than 800 workers, no personnel officer ex- 
isted in June 1983. The owner-manager, an electrical engineer, indicated 
that he did not need one, nor did he seek formal training in management, 
but he said he does consult an attorney on legal personnel problems. Man- 


31. “Sinister Chinese Secret Societies Flourish,” Bangkok World, July 3, 1976, p. 3. 

32. “Union Leader Shot Dead,” Thai Labour Chronicle, No. 78 (March 1983), p. 3. 

33. Interview, Somburana S. Supandit, Director, Management Development Center, That 
Management Association, June 21, 1983. 
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agement techniques are learned on the job, and except in very large estab- 
lishments a cadre of professional management has not developed. As Thai 
businesses grow, family members are brought in and given management 
responsibilities. If a young son has received university training in manage- 
ment and takes over from his father, he must keep his father’s loyal man- 
agement staff. If they are not efficient, he must move them gently aside as 
he brings in more professional staff. Even very large Thai companies that 
are considered to have the most professional management have no system- 
atic plan for developing and promoting executives.7* College graduates or 
experienced officials from other companies, the government, or universities 
are placed in responsible positions where they must learn to manage while 
on the job. In most companies, executive advancement is through senior- 
ity or family connections, although merit is becoming a more important 
criterion in the more professionally managed companies. Management de- 
velopment in large corporations is assisted through in-house seminars, and 
the Thai Management Association annually offers programs of heavily 
subscribed management development seminars in production, marketing, 
finance, and personnel. In 1983, 140 such seminars were scheduled. 
Personnel officers are found mostly in middle-sized firms, whereas mod- 
ern personnel departments are located only in the largest companies and in 
state enterprises. In the latter the chief personnel officer is a top policy- 
making executive, in the former personnel officers are middle-line manag- 
ers who administer, not make, policy. Because of the growing complexity 
of labor law and because law can be an instrument to obstruct unions, 
many of the smaller and middle-sized companies seek a personnel officer 
with a law degree. In the larger firms, personnel administrators increas- 
ingly are chosen from the ranks of management who have demonstrated a 
capacity for dealing with human relations problems. The human relations 
orientation is recent, a response to the influence of unions, and a departure 
from a former preference in the early 1970s for an administrator with high 
military rank. Although the concern with human relations experience and 
training is evident, it does not have as high a priority in the area of man- 
agement concerns as expertise in marketing, finance, and production. 
The growth of unions is forcing Thai management to come to grips with 
labor relations problems and to deal with them rationally. In this sense, 
unions have fostered the development of personnel administration. Labor 
laws must be applied; labor agreements must be negotiated and the terms 
administered; the orders and procedures of government labor officials must 
be followed, since to do otherwise is a criminal offense. Thai management 


34. Interview, Surasak Nananukul, Vice-President in Charge of Planning, Bangkok Bank, 
June 15, 1983. 
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still seeks to obstruct or contain unions, but this too requires expertise. 
These personnel problems, originating from sources outside the firm, are 
unavoidable and must be addressed by someone in management who is 
able to understand and expertly deal with them. Labor relations problems 
feed into and are interrelated to the whole network of personnel manage- 
ment functions: job design, recruitment, screening, training, motivation, 
education, morale, and communications. In this sense, as a corollary to 
industrial development, unions have been a catalyst for the growth of mod- 
err industrial relations management in Thailand. 


Conclusion 
The practice of Thai industrial relations has been expedient and defensive 
rather than creative. In part this is due to challenges that unions bring to a 
traditional patron-client orientation to the employment relationship, the 
immaturity of both management and union leadership, and the inherent 
weakness of unions in a society controlled by the military, committed to 
the preservation of traditional values, and plagued by chronic unemploy- 
ment in a labor surplus economy. 

Authorities in this traditional society tend to be paternalistic and benev- 
olent, but some cultural traits generate a potential for dissension. The cus- 
tomary reluctance of the Thai to engage in face-to-face confrontations and 
to challenge authority has produced an inoperative grievance procedure 
and until recently, frequent grievance-based strikes. Since 1972, with in- 
digenous Thais dominating the labor force (rather than the Chinese-con- 
trolled labor organizations), the government has accepted organized 
associations, and unions and federations have proliferated. Still the gov- 
ernment has an idealized concept of what it feels the role of organized 
labor ought to be—a force for economic development and nation build- 
ing—rather than what it actually is—a means of effectively representing 
employee interests and concerns. In the industrial sector where the work- 
ers’ primary voice is the union, the existence of such a government attitude 
results in a national labor relations policy that is oriented toward establish- 
ing a weak labor movement. 

Legislation for settling disputes also has been deficient. In 1975, after 
experimenting with a series of unworkable dispute settlement procedures, 
Thailand finally developed an operative procedure that yields rapid settle- 
ments and is effectively enforced. On the other hand, the country has 
moved toward a more authoritarian control of the practice of labor rela- 
tions by its controls on use of the strike. 

Collective bargaining is impeded by the opposition of employers to 
union recognition and the lack of any legal obligation to recognize and 
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negotiate in good faith with a majority representative of workers. With 
few exceptions, a conflict relationship exists between unions and manage- 
ment. Since specified social norms of behavior between the parties are un- 
derdeveloped, the industrial labor relations system generates a climate 
conducive to industrial unrest. 
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The study of political succession in communist sys- 
tems has always been characterized by a certain mixture of academic re- 
search and crystal-ball gazing. The “Whither China” literature up to 1976 
presented itself more or less as a collective attempt at advanced specula- 
tion about who was to succeed Mao Zedong. Assessing the political status 
and the improving or worsening health of the incumbent, and ruminating 
about “the unforeseeable future” in China’s power contest were among the 
primary tasks pursued by China watchers all over the world.! Of course, it 
is tempting to speculate on “who is going to make it” when top leadership 
positions—especially in highly centralized and hierarchical systems—be- 
come vacant due to death or political struggles. 

But what about political science and its abilities to forecast future 
events? As Lucian W. Pye has pointed out, 


social sciences in general are not very good at dealing with succession problems 
in any non-electoral context. The difficulty is that succession issues are usually 
resolved by the maneuvering of a few principals at the pinnacles of power, while 
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the social sciences are best only at explaining or predicting behavior at the two 
extremes of mass action (sociology) and individual conduct (depth psychol- 
ogy)? 


Our task of forecasting future developments is further complicated by 
the basic hostility of communist systems toward open information on un- 
resolved issues and the resulting lack of information on the rules of the 
game, on persons, policies, and procedures—not forgetting that in China 
interpretation of the recent past is still changing as a result of leadership 
conflicts. It is, however, no exaggeration to regard aspects of political suc- 
cession as basic constituents of the policy process in the People’s Republic 
of China (PRC). Thomas W. Robinson points out that 


much of the domestic politics of China since 1953, and perhaps significant ele- 
ments in its foreign policy, were conducted in terms of differences between the 
chosen successors, Liu Shaoqi or Lin Biao, and their nominator, Mao, or in 
terms of jugglings for positions among the various groups and personages 
thought to be contending for the right to wear the mantle of leaderhsip in the 
post-Mao period.? 


In other words, at stake was not only the resolution of a leadership conflict 
involving comparably few top cadres, but also the highly debated overall 
future orientation of Chinese politics between the Liuistic Scylla of mate- 
rial incentives and evolutionary development and the Maoistic Charybdis 
of mass mobilization and great leaps toward a bright communist future. 
Considering this framework it is no wonder that the piecing together of 
Chinese succession politics mainly concentrated on answering three ques- 
tions: Who will be the next dominant leader after Mao? Will the present 
gerontocracy continue to rule China? What will be the role of functional 
subsystems such as the People’s Liberation Army (PLA) in future succes- 
sion conflicts? At a time when everyone once again seems to be speculat- 
ing on who is going to follow Deng Xiaoping, on whether the Cultural 
Revolutionary Left (the supporters of the so-called Gang of Four around 
Mao’s widow Jiang Qing) is eliminated for good, and why everything will 
have to be as one predicts it to be, I have confined my academic interest to 
an analysis of the five most important case studies of political succession in 
China’s recent past: the two unsuccessful attempts of Liu Shaoqi 
(1959-66) and Lin Biao (1969-71) to secure positions as personal succes- 
sors to Mao Zedong with the charismatic incumbent still alive, the abor- 
tive attempt of Mao’s widow Jiang Qing and her Cultural Revolutionary 


2. Lucian W. Pye, “Generational Politics in a Gerontocracy: The Chinese Succession 
Problem,” Current Scene, 14:7 (July 1976). 
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supporters to establish themselves as Mao’s heirs (September 1976), and 
the ensuing conflict between Hua Guofeng and Deng Xiaoping (1977-80) 
over supreme power in Beijing, which ended—fcr the time being—with 
Deng’s victory at the 5th Plenum of the 11th Chinese Communist Party 
Central Committee (CCP/CC) in February 1980. 

Forgoing the temptation to indulge in the elaboration of still another 
keen and, I would hope, correct scenario for tomorrow’s development, I 
will look instead at yesterday’s scenarios in order to learn by analysis of 
differences and similarities whether it is possible to work out a basic pat- 
tern for political succession in China that might prove more realistic and 
reliable than mere speculation on the political future of today’s contenders. 
The basic aim of this article, therefore, is to seek to answer whether every 
resolution of a political succession conflict in the PRC is unique, without 
any comparable aspects, or whether there are basic features or even pat- 
terns of political succession that allow reasonable prognoses for future 
events. 

The question, of course, is not new, and there have been many attempts 
to build models and develop new approaches to bring some light to the 
politics of succession in communist systems in general.* Analysts of Soviet 
politics have put forward at least three different models: 


A totalitarian model, which regards the individual leader’s personal and all- 
encompassing rule as “paramount in determining the nature of both public pol- 
icy and political structures”; 


A conflict model, which “suggests that policy and political structures are 
shaped by the nature of the conflict between individuals jockeying for political 
power”; 


A bureaucratic model, which “places less emphasis upon the individual leader, 
suggesting that the way in which a system is gcverned is more a function of 
rules and norms within the political system.” 


For the specific context of Chinese politics, Robinson suggests a distinction 
between four approaches: 


An environmental approach focusing “on such matters as the stage and direc- 
tion of the Chinese economy, the population-food balance, the Soviet border 


4. For an overview, see Studies in Comparative Communism, 9:1&2 (Spring/Summer 
1976), which is wholly devoted to the discussion of leadership and political succession in 
communist systems with some interesting attempts at model building. 

5. Carl Beck, et al., “Political Succession in Eastern Europe,” Studies in Comparative 
Communism, 9:1&2 (Spring/Summer 1976), pp. 35—61, esp. p. 36. 
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threat, and the status of Taiwan, rather than on how political decisions them- 
selves are made’’;® 


A personality approach, particularly discussing “individuals, personalities, fac- 
tions, and the generational question”;’ 


A societal approach, which postulates that society (defined as the social environ- 
ment, including “the set of influences that stem from Chinese culture, Chinese 
history, and the structure and operation of Chinese social-political familial-eco- 
nomic institutions”) determines politics;® 


A politics approach, which regards politics as “an atmosphere in which all 
political actors are immerged and which immutably conditions their every 
act.””? 


Pye differentiates between three perspectives on the succession question in 
China: 


A historical perspective, which we mainly follow in our discussion below; 
A psychological perspective focusing on the dominant role of Mao; 


A generational perspective, which arises from the structures of clearly defined 
revolutionary generations within the Chinese leadership elite.!° 


However elaborate and sophisticated the approaches described above 
may be, the state of the art is unsatisfactory because crucial elements of 
political succession in communist systems remain unknown to us. From a 
comparative point of view, one has to take into account the following char- 
acteristic features. First of all, there is no exact procedural consensus 
among the ruling elite either on how to get rid of an incumbent or on 
exactly how to choose a new one!!—a problem closely related to the spe- 
cific feature in communist systems of life-long tenure in power positions 


6. Robinson, pp. 8-12. For a general classification and a remarkable analysis of ap- 
proaches used in the China field, see Harry Harding, “Competing Models of the Chinese 
Communist Policy Process: Toward a Sorting and Evaluation,” Issues and Studies, 20:2 
(February 1984), pp. 13-36. 

7. Robinson, pp. 13~20. For a recent example, see William deB. Mills, “Generational 
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fundamentally Pye, “Generational Politics.” 

8. Robinson, pp. 20-27. 

9. Ibid., pp. 27-35. 

10. Pye, pp. 2-4. 

11. In China, such constitutional rules or procedures, on the one hand, do not exist in the 
Western sense of regulations for a smooth and undebated transition of political power and, on 
the other hand, seem to make little difference to the outcome of a power contest. Lin Biao, 
for example, was the only one, so far, who had the “guarantee” of his designation to succeed 
Mao written down in the 1969 Party Constitution. Exactly two years later he was dead and 
his name turned into a synonym for every imaginable evil. And the CCP had to go through 
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(with the marked exception of Yugoslavia). As a result, succession con- 
flicts have to be solved by elite infighting, which again necessitates the cul- 
tivation of power bases from which to start attacks and on which to fall 
back for political security. In a moment of crisis, however, it is not only 
the mere existence of a power base but above all the ability to mobilize 
one’s constituencies that is crucial for the outcome of a power contest. 
Finally, we do not know the exact relevance of issues, of alternative and 
mutually exclusive policies, and of the aggregation of interests to the out- 
come of a succession struggle. In other words, are issues dealt with as they 
come up or are they seized upon or created for the purpose of advancing 
one’s own cause?!* Although we know that there must be conflicting 
groups behind the monolithic screen of ideologically prescribed unity, we 
do not know exactly who belongs to them, nor what is the respective polit- 
ical weight of their members until they have been unmasked and criticized 
by the regime.!3 These, then, are the pitfalls for analysts, leaving them 
with the dilemma of scant historical knowledge and the innate problem of 
unpredictability. 

After this short excursion into the state of the art, let us return to our 
previously sketched approach of looking at political succession in China 
from a historical point of view that will take into account not only how a 
successor position is reached by a candidate, but also how and with what 
results it is defended. The actual outcome of succession conflicts in the 
PRC shows that three of the five contenders for Mao’s mantle who suc- 
ceeded in winning the position of successor with Mao’s approval sooner or 
later lost their number two status to their opponents: Liu Shaoqi was 
purged during the Cultural Revolution, Lin Biao fell victim to a coalition 
of political enemies in September 1971, and Hua Guofeng was forced to 
step back by the influence of a rising Deng Xiaoping in February 1980. 
Some remarks on the fate of the losers will finally lead us to the question of 
the transition from charismatic to institutionalized rule in China and to 
possible scenarios for the future. 


another two years of conflicts and compromises until the 1973 Party Congress deleted the 
remnants of the once powerful but unsuccessful would-be successor. 

12. Robinson, p. 5; Andrzej Korbonski, “Leadership Succession and Political Change in 
Eastern Europe,” Studies in Comparative Communism, 9:1&2 (Spring/Summer 1976), pp. 
18--19, and Myron Rush, How Communist States Change Their Rulers (Ithaca: Cornell Uni- 
versity Press, 1974), pp. 25-26. 

13. David S. G. Goodman, “China: The Politics of Succession,” The World Today, April 
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The Making of a Successor 

For any process of political succession in communist systems we may theo- 
retically distinguish three possible modes of initiation that are typical of 
political systems where there are no clearly defined regulations for the 
transfer of power, and where—in contrast to systems with constitutionally 
defined terms of incumbency—lifelong tenure of a power position is the 
rule. These are: succession for political reasons, succession for natural 
reasons (death), and succession after voluntary resignation of the incum- 
bent. !4 

In China, the first mode, which assumes the leader is “forced from 
power by the political pressures of opponents”!5 was not of great impor- 
tance during Mao’s tenure, although one might regard Mao’s position in 
the period between the failure of the Great Leap Forward and the out- 
break of the Cultural Revolution (1959-66) as a politically enforced as 
well as physically motivated semi-resignation.!® It did, however, serve as 
the mode of initiation for the struggle between Hua Guofeng and Deng 
Xiaoping. 

The second mode, succession as a result of the death of the incumbent, 
clearly initiated one of the major watersheds of Chinese politics after 1949, 
the succession crisis of September 1976. For the first time, the contest was 
not for the second position after Mao, but for the overall leadership of 
post-Mao China. The power struggle was correspondingly fierce and in- 
tense. It took the winning coalition between moderate party cadres and 
the military about a month to eliminate the leaders of the Cultural Revolu- 
tionary Left in Beijing’s top power echelons; the effects of the ensuing mass 
campaign to eliminate the left’s supporters in middle and lower levels of 
the Party and State are still felt in the present move toward Party rectifica- 
tion. 

Before Mao’s death, the choices of successors presumptive were clearly 
motivated by the third mode, Mao’s voluntary resignation from some of 
his leadership duties as a result of the basic dilemma he shared with other 
charismatic or absolute leaders. The unassailability of such leaders to a 
large extent stems from the absence of an obvious successor candidate and 
is, of course, endangered once the necessarily growing influence of a 
“crown prince” and the possibility of an accelerating shift of loyalties is 
felt. The advantage of a secure position is matched sooner or later by the 
need to lay the foundations for a smooth succession by a leader or a leader- 


14. For a general discussion of “modes of initiation,” see Rush, pp. 19ff., from where my 
distinction is taken. 

15. Ibid., p. 20. 

16. For speculations on Mao’s faltering health, see Hinton, p. 1. 
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ship group which will follow the established political paths and fulfill the 
present leader’s options and policies without beinz restricted in its actions 
by a marked lack of authority during the period of transition. 

Before 1949 and in the following decade Mao obviously favored another 
option that combined elements of the two modes most relevant to his ten- 
ure. With the cultivation of Liu Shaoqi as designated—albeit never offi- 
cially endorsed—successor, he pursued a leadership arrangement based on 
a “two front” policy. In Mao’s own words: 


Originally, for the sake of the state security and in view of the lessons in connec- 
tion with Stalin of the Soviet Union, we created two fronts. I was in the second 
front while other comrades were in the first front. . . . Since I was in the sec- 
ond front, I did not take charge of daily work. 


Many things were done by others and their prestige was thus cultivated, so that 
when I met with God, the State would not be thrown into great convulsions. 
Everybody approved this view of mine.!7 


However, the dilemma described above and tke historical outcome of 
Mao’s successor choices indicate the innate opposition between leader and 
successor-to-be that for Liu Shaoqi and Lin Biao was instrumental in their 
respective downfalls. Without reducing the dynamics of Chinese politics 
to the Mao-centric statement, favored especially by Taiwanese scholars, 18 
his attempts to remove powerful succession candidates from their positions 
must be regarded as preeminent in shaping the course of Chinese politics 
in the 1960s and 1970s. We will have to return to this aspect of succession 
politics when we discuss the situation of the successor defending himself. 
For our present purpose it is sufficient to underline the enormous impact 
Mao personally had on the choice of the second man in the leadership 
hierarchy and the importance of Mao’s role as the dominant source of 
legitimacy. 

Legitimacy in China, again, is not defined ty objectively established 
rules of law or procedure recognized by all parts and actors of the polity. 
The reference to Mao or a depersonalized Mao Zedong Thought as the 
one-time intellectual medium for winning power in China and the way to 
preserve power for the CCP today is still indispensable. To date, none of 
Mao’s heirs has tried to establish a legitimacy of his own without continu- 
ing reference to Mao. Even Deng Xiaoping, the architect of the post-1976 
de-Maoization, recently intensified the cultivation of an image of a close 


17. Speech at a Central Committee Work Conference, October 25, 1966; quoted from 
Rush, p. 253. 

18. See, e.g., Chang Chen-pang, “The Succession Problem in Communist China,” Issues 
and Studies, 19:9 (September 1983), p. 10ff.; quotation from p. 10. 
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relationship to Mao and Mao Zedong Thought. In a countrywide study 
campaign, his Selected Works, published on July 1, 1983, were immedi- 
ately praised by the national press as an outstanding contribution to the 
revolutionary development of Mao Zedong Thought.!? An issue of the 
official Red Flag journal*° pictured Deng with Mao on the front page in a 
position that during the 1960s was reserved for Lin Biao: a towering Mao 
in teacher’s gesture seems to be instructing an obedient disciple half his 
size. 

Deng’s relationship to Mao may be the most problematic of all possible 
successors so far, but his predecessors also had to compete with Mao for 
political power and public prestige. From the late 1950s up until the Cul- 
tural Revolution, Liu Shaoqi built his own power base in more or less 
constant conflict with (at least sometimes) a publicly disapproving Mao. 
Lin Biao, incessantly waving the “Little Red Book,” primarily relied on 
his image of sworn follower and humble disciple of the great helmsman. 
Common to both, however, was a strong power base in Party and army, 
respectively. 

Jiang Qing, and to a considerable extent Hua Guofeng, had to rely on 
Mao as their more or less sole source of legitimization. The lack of a stable 
institutional background certainly was central to their unstable positions, 
and this leads us to another systemic prerequisite for securing a successor 
position. Although there can be no doubt about Mao’s personal impor- 
tance, it is somehow inconceivable that Liu Shaoqi with his towering posi- 
tion in the Party apparatus, and Lin Biao, the supreme leader of the 
army—the nation’s most powerful organization at the moment of his de- 
mise—could have been purged simply because Mao chose to do so. There 
must have been other reasons and these most probably are to be found in 
some of the characteristics of political power in China. 

In a remarkable analysis?! Lowell Dittmer suggests a distinction be- 
tween two types of power in China: formal power, i.e., “the power that 
automatically accompanies certain ranks and posts in the Party or State 
[or military] hierarchies” and whose bonds of loyalty are easily passed on 
to the next occupant, and informal power, which “consists of the long- 
term, diffuse, and relatively disinterested alliances that an actor collects 
along his recruitment path into the central decision-making area.” The 
conceptual distinction lies in the fact that any high official in a figurehead 
position may have the former without the latter, or a dominant political 


19. People’s Daily, July 4, 7, and 13, 1983. 

20. Red Flag, 23, December 1, 1983, 

21. Lowell Dittmer, “Bases of Power in Chinese Politics: A Theory and an Analysis of the 
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figure may base his position in large part on a system of informal power 
without necessarily seeking prominent posts and formal power. The two 
are, however, “closely interdependent, and a prudent political actor will 
strive to acquire both.” This places us at the core of a deeply entrenched 
factionalism that has been dubbed “the curse of Chinese politics since the 
dawn of recorded history’?? and which at le: i since the upheavals of the 
Cultural Revolution seems to make up the basic network of power distri- 
bution, leadership relations, promotions, and purges in China. 

The five who aspired to succeed Mao differ widely in acquaintance with 
and mobilization of their respective formal and informal power bases. Liu 
Shaoqi served as the primary representative of the Party apparatus be- 
tween 1949 and 1966-67. His formal power was based on his positions as 
Chairman of the People’s Republic of China (taken over from Mao in 1959 
and in itself more a state position) and as Vice-Chairman of the CCP. 
These positions were almost ideally complemented by his experience as 
“the leading organizer of the network of Communist Party branches, labor 
unions, and various student and ‘front’ organizations” that “formed the 
skeleton onto which the civilian Party organization was later grafted.”?4 
The background of his fellow purge victims during the Cultural Revolu- 
tion, many of whom had worked together with Liu in the “white” areas 
during the 1930s and 1940s, revealed that he must also have acquired a 
strong local power base in his capacity as former director of the CCP 
North China Bureau.7> During his long service in official assignments 
within almost all important subsystems of the Chinese Communist institu- 
tional network,?° he succeeded in establishing a web of relationships (the 
all-important guanxi in Chinese political culture) that during the Cultural 
Revolutionary struggle for power proved extremely resistant to attacks 
from outside. It even took Mao three years of hard fights to drag him 
down. 

Lin Biao’s formal power base was clearly the army, especially his loyalty 
group in the Fourth Field Army, the Central Military Organs (with the 
exception of the General Political Department), and the air force. His 
political career rested on a combination of factcrs—his close relationship 
to Mao, his formal command position as Minister of Defense, his status as 
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a member of the Politburo and Central Committee, and above all his vast 
network of informal relations based on the system of field army affilia- 
tions.2” Lin Biao’s personal rise to the second position in Party and State 
can, of course, only be understood in the overall political context of the 
Cultural Revolution, which catapulted the army and its predominant 
leader into control of the nerves of Chinese politics. His record of having 
made many enemies within and outside the military and his lack of a suffi- 
cient informal power base in Party and State, however, made him vulnera- 
ble to the attacks of a coalition between Mao, old Party cadres, succession 
contenders, and dissenting military leaders in the provinces.?® 

Given the advantage of hindsight, the Cultural Revolutionary Left’s po- 
sition, in comparison with that of Liu Shaoqi and Lin Biao, must be re- 
garded as extremely weak. As the actual outcome in October 1976 shows, 
its sole source of legitimization was (and disappeared with) Mao. The 
Left’s figurehead Jiang Qing, for example, lacked appreciable service expe- 
rience in the pivotal positions of party, state, and military because of her 
highly specialized career experience in the field of culture and propaganda. 
The failure of the Left’s efforts to establish a solid and reliable base within 
the military”? and its unsuccessful reliance on the urban militia and the 
“revolutionary masses” were the most detrimental aspects in its attack on 
opponents between 1973 and 1976. Its strong position in Shanghai, in 
parts of the labor unions, and in the mass media sector could not overcome 
its unstable network of informal affiliations. 

The same holds true, at least in part, for Hua Guofeng, who after the 
death of Mao was initially bestowed with the insignia of successorship. A 
typical party-administration cadre with a local base in Mao’s home prov- 
ince, Hunan, Hua first came to prominence as Mao’s chosen candidate for 
the position of premier in February 1976 (he was appointed acting premier 
on February 7, and officially inaugurated on April 7, 1976). Among his 
principal supporters in the central leadership were Minister of Defense Ye 
Qianying and Vice Premier Li Xiannian, while crucial military support 
came from the Beijing Military Region under its commander, Chen 
Xilian.7° But as a typical “Cultural Revolutionary upstart,”?! Hua lacked 
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both a well-developed formal base in the Center (edmitted only in August/ 
September 1971) and an appreciable network of informal relations—per- 
haps with the exception of the public security sector and the Canton Mili- 
tary Region where he served as political commissar (and concurrently first 
political commissar of Hunan Military District). Again we have to con- 
clude that Hua’s successor position was based almost exclusively on Mao’s 
blessing. In October 1976 the story arose, obviously deliberately fostered 
by Hua and his clients, that on April 28 of the same year Mao had told 
Hua: “With you in charge I am at ease” (Ni banshi wo fangxin). It is 
therefore no wonder that the decline of Mao’s image was followed by the 
decline and fall of Hua Guofeng,*2 which—if the above quoted version is 
true—marks the third and final failure of Mao to set the course for an 
approved successor. . 

The political career of Deng Xiaoping, for the time being the last candi- 
date for succession, once again underlines the importance of the formal/ 
informal network system. Deng’s long career path since his return to 
China in 1924 from studies in France almost ideally combines service in 
the all-important political, military, and economic subsystems.°? With his 
local power base in Sichuan, he cultivated two important bases in the Sec- 
ond Field Army and in the Party Apparat which he headed as Secretary 
General of the Central Committee between 1952 and 1967. The strength 
of his informal relations system may be clearly shown by the fact that he 
was twice purged and severely attacked as the “number two capitalist 
roader within the Party” and twice returned with the help of his followers 
to the same positions with even more political power. Within a few 
months of his first rehabilitation in April 1973, he had collected an impres- 
sive array of important leadership posts: vice chairman of the Central 
Committee of the CCP, member of the Standing Committee of the 
Politburo, vice chairman of the CCP/CC Military Commission, and chief 
of the General Staff of the PLA. In his capacity as Zhou Enlai’s represen- 
tative at numerous official receptions between 1974 and January 1975, he 
was widely regarded as the most likely successor to Zhou Enlai in case of 
the premier’s death. 

However, with the approval of Mao and by tnanimous decision of the 
Politburo he was again stripped of all official duties in April 1976 and fell 
back on his informal power network for personal and political security.*4 
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Perhaps the most interesting and striking example of the working and ef- 
fectiveness of this informal system is the technique of building up pressure 
on Hua Guofeng and the Party Center as it was used by Deng’s long-time 
followers Xu Shiyou and Wei Guoging, under whose protection he was 
hiding in Canton after his second removal from power. In the name of the 
party and military organizations of Canton, they openly demanded the re- 
habilitation of Deng in a letter written on February 1, 1977.35 Their joint 
effort finally led to Deng’s official rehabilitation by the Third Plenum of 
the Tenth Central Committee in July 1977. Nothing works better than 
firmly established guanxi ! 

The foregoing discussion of the respective power bases of contenders for 
succession to Mao now leads us to a closely related aspect. According to 
Dittmer’s analysis, it is not only the mere existence of formal and informal 
power networks that counts, but above all the ability to mobilize one’s 
constituencies in a period of crisis or whenever a fundamental threat to 
one’s position is anticipated. The traditional technique of mobilizing a 
constituency is to convene meetings or—once already isolated and de- 
prived of the right to convene meetings—by public self-criticism.*® If in a 
situation of political antagonisms the necessity to mobilize a constituency 
is regarded as the last resort for political (and often personal) survival, the 
moment of truth for formal and informal power networks has come.?7 

As the historical data suggest, therefore, the following features of career 
patterns and political backgrounds strongly influence the development of a 
successor position:*® 


1. undisputed reference to Mao Zedong Thought as the ideological source of 


legitimization; A a i Cu: 
2. long-standing career experience in important subsystems; 7 Cy ro US 
3. membership in the inner leadership core; i A e 
4. maintenance of a strong local power base; SONG = 
5. extensive network of formal and informal power affiliations; o 7 oe 
6. ability to mobilize power bases and constituencies. a ve > 


35. See Domes, Government and Politics, chap. 9, for an analysis and excerpts of an En- 
glish translation. The Chinese text was first published by Zhonggong Yanjiu, Studies in Chi- 
nese Communism, 17:4 (April 1983), pp. 82f. 

36. See Dittmer, ‘‘Bases of Power in Chinese Politics,” pp. 26ff., for examples of the out- 
break of the Cultural Revolution; and Kenneth Lieberthal, Research Guide to Central Party 
and Government Meetings in China, 1949-1975 (White Plains, NY, 1976). 

37. Dittmer, “Bases of Power in Chinese Politics,” pp. 38-39. 

38. See Robinson, pp. 15ff., for a somewhat different classification. 


~ 


650 ASIAN SURVEY, VOL. XXV, NO. 6, JUNE 1985 


To these, one might add some personal requirements which are extremely 
difficult to observe objectively such as close connections to essential leader- 
ship groups within the PLA, an instinct for political self-preservation, a 
“record of not having made too many enemies,’’*? the ability to handle 
difficult situations and, finally, public approval. The circle of candidates to 
which one is admitted only by cooptation is limited to the ranks of the 
Politburo and high echelons of the CCP’s Central Committee. 


Defending the Claim to Succession 

It has been pointed out above that a candidate who succeeds in establish- 
ing a claim to succession either by common épproval (Liu Shaoqi) or ex- 
plicit Party leadership decisions (Lin Biao, Hua Guofeng) immediately 
and almost inevitably enters a state of vulnerability that is characteristic of 
his position, especially if he is to follow a dominant charismatic leader. 
The dangers he has to face are manifold and range from systemic aspects 
typical of almost all successor arrangements in communist systems to spe- 
cific features of Chinese communism. 

The first problem he has to tackle is posed by the inherent tendency of 
complex organizations toward institutional self-assertion: The balance of 
power between factions or concurring subsystems may lead to a joint effort 
by high- and middle-level cadres to curb the future leader’s influence in 
time, not only to protect themselves “from the capricious whims of a single 
individual but also [to] give them[selves] greater scope to exercise their 
own personal initiatives.”*° “Institutional jealousy” may be even further 
enhanced if it is probable that the appointed individual will promote not 
only his personal but also his institutional constituency’s role in the polit- 
ical decision-making process. The joint effort of civilian party cadres— 
whether “moderate” or “leftist” in political orientation—to restrain the 
PLA’s influence on national politics before and after 1971 may be cited as 
one prominent example. 

The second and, in the case of China, highly important danger arises 
from problematic personal and political relations between ruler and heir 
presumptive. As the cases of Liu Shaoqi and Lin Biao, who were both 
accused of attempted usurpation, show, the succession candidate may 
never be safe against a potential change of mind by his patron by which he 
may lose his primary source of legitimization. In Myron Rush’s words, 
the “heir presumptive has a thin line to walk between becoming a robot at 
the command of the ruler and asserting his own will in ways that may 
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awaken his patron’s fears and suspicions. Since heirs are chosen because 
they are thought to have some capacity for rule, it is no wonder that they 
have tended to assert themselves.”*! This relationship between patron and 
heir is obviously characterized by a closely woven net of political exper- 
~ ences, personal attitudes, and psychological incompatibilities.42 Whatever 
the exact reasons may be, the dangers for a successor’s position become 
immense the moment the ruler openly defies his former choice. 

Although it is obviously much more difficult to change succession ar- 
rangements than to institute them, the combined efforts of incumbent and 
potential succession rivals represent a considerable destabilizing factor. 
Once the conflict becomes perceptible to opponents or breaks out openly, 
the successor’s status normally comes under increasing attack and he him- 
self is exposed to the manifold techniques of undermining and usurping his 
power. The following delineation of four tactical steps draws on internal 
documents and the observation of formal events during a power struggle. 

First step: Criticize the policies initiated by the target. The initial stage of 
the conflict between Mao and Lin Biao after the Ninth Party Congress was 
characterized by Mao’s open disapproval of Lin’s propagation of a “theory 
of genius” closely connected with the problem of how to fill the position of 
head of state. Further, Mao criticized the army’s and thus Lin’s workstyle 
as “bureaucratic, subjective and formalistic,”43 and Lin’s criteria for the 
selection of new cadres.** Similarly, Deng pushed ahead his preliminary 
attacks against Hua Guofeng at a PLA “National Political Work Confer- 
ence” (April 27 through June 6, 1978) by attacking Hua’s “whatever” po- 
sition*> and at the same time propagating the opposite theorem of 
“Practice is the sole criterion for truth.” After dismantling Hua’s concept 
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of rural policies based on the Dazhai model, Deng initiated his overall 
attack on Mao as Hua’s primary source of legitimization.*° Such attacks 
on policies may be taken as tests of the relative strength of contenders for 
the build-up of future coalitions, and they seem to lay the foundation for 
an intensification of attacks during the following stages. 

Second step: Undermine the target’s power network. The primary tech- 
nique used at this stage of conflict is to remove identifiable supporters al- 
ready in office, or to prevent them from gaining further power positions 
whereby the target’s formal and informal network could be increased. The 
aim of the aggressor clearly is the removal of substantial support and the 
final isolation of the target. Direct attacks at this stage of confrontation— 
if used at all—are shrouded by esoteric allusions and the use of historical 
figures as fictitious objects for indirect attacks on the real target.4” For 
reasons of political stability, Lin Biao was not officially mentioned by 
name for more than half a year after his purge, but referred to only as a 
“Liu Shaoqi type political swindler.” During the campaign to criticize Lin 
Biao and Confucius, the Cultural Revolutionary Left clearly aimed at at- 
tacking Zhou Enlai by implying he was a modern Confucius. And Deng 
Xiaoping was referred to only as an “unrepentant capitalist roader within 
the party” between January and April 1976. 

These examples may suffice to indicate the difficulties encountered in 
decoding this kind of esoteric communication and may hint at the caution 
with which attackers proceed as long as the outcome of their endeavor 
seems uncertain. In the case of Lin Biao, the filling of leadership positions 
in the newly created Provincial Party Committees between December 1970 
and August 1971 was clearly marked by the condicting aims of Lin and his 
opponents. As the final outcome shows, Lin Biao’s Fourth Field Army 
loyalty group dominated five provinces, participated in a strong position in 
two, and held a weaker position in six provincial leaderships, whereas 14 
provinces were under the dominant influence of his opporents and two 
under the domain of the Cultural Revolutionazy Left.*® The first move, 
against Lin’s regional power base, was followed by a closing in on his posi- 
tion in the Center. After the purge of Chen Boca at the Second Plenum of 
the Ninth Central Committee (August 23 through September 6, 1970, at 
Lushan), the self-criticism of Lin’s top military supporters for their back- 
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ing of Chen Boda’s position at the Plenum, and the two formal steps of 
reorganizing the CCP Military Affairs Commission and the Beijing Mili- 
tary Region, Lin Biao’s position was ready to be assaulted. The removal of 
actual or potential supporters and the promotion of Lin’s competitors 
among the military*? considerably favored the process of increasing his 
isolation. 

Again, a similar technique was used by Deng Xiaoping against Hua 
Guofeng. Immediately after his second comeback, Deng started to under- 
mine Hua’s stronghold in the Party Center. After the dismissal of Wu De 
and Chen Xilian and their replacement by Deng’s supporters Lin Hujia 
and Qin Chiwei, he proceeded to reduce further the number of Hua’s men 
on the Politburo Standing Committee between the Eleventh Party Con- 
gress and the Fourth Plenum of the Eleventh Central Committee from 
seven to three or two while he himself increased the number of his sup- 
porters from seven to 13 or 14.°° The Fifth Plenum (February 23-29, 
1980) saw the completion of his endeavors and the almost total isolation of 
Hua Guofeng. As a result Hua was forced to hand over the position of 
premier to Zhao Ziyang at the Third Plenum of the Fifth National Peo- 
ple’s Congress (NPC) on September 10, 1980. Although he still held the 
position of chairman of the CCP/CC and of the CCP’s Military Commis- 
sion, his base had eroded to such an extent that the final assault was 
merely a question of how and when. 

Third step: Attack the target personally. The process of successfully 
eroding a target’s overall power base finally leads to the lifting of the veil 
over his real identity when the power struggle enters a stage of almost one 
hundred percent irreversibility. In the case of Liu Shaoqi the transition 
between step two and three seems to have been marked by his demotion 
from rank two to eight in the Politburo name list at the Eleventh Plenum 
of the Eighth Central Committee in August 1966. But by confessing his 
“errors” and making profound self-criticism, Liu obviously was able to 
retain his already shaky position for another couple of months. 

The best example is again provided by the Deng/Hua conflict. Deng 
Xiaoping’s direct assault on Hua was bluntly launched during a series of 
nine consecutive and obviously conflict-laden Politburo sessions between 
November 10 and December 5, 1980.5! Hua was forced to open self-criti- 
cism for his adherence to leftist policies, for his opposition to the rehabili- 
tation of Deng and other veteran cadres purged during the Cultural 
Revolution, and for his wrong economic policies. Self-criticism, which 
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mav sometimes be useful for political survival in early stages of conflict, 
now only marked the last step for Hua. Since the verdict was clear, there 
was no more need to cover the actual conflicts and a remarkably open 
diction was used in the “unanimous” resolution of the Politburo: 


Comrade Hua Guofeng eagerly produced and accepted a new cult of personal- 
ity. He had himself called the wise leader, and his cwn pictures hung besides 
the pictures of comrade Mao Zedong, accepted poems and songs in his honor, 
and felt comfortable about this. This situation continued to exist until shortly 
before this year... . 


During the last four years, comrade Hua Guofeng has also done some successful 
work, but it is extremely clear that he lacks the political and organizational 
ability to be the Chairman of the Party. That he should never have been ap- 
pointed chairman of the Military Commission, everybody knows. . . . 


Comrade Hua Guofeng suggested that he should resign his posts, and that, even 
before the Sixth Plenum, he wanted no longer to lead the work of the Politburo, 
the Politburo’s Standing Commission, and the Military Commission. The 
Politburo holds that he indeed should concentrate his strength on deliberating 
his problems, and therefore accepts his opinion that he no longer wants to lead 
the current work. But before the Sixth Plenum makes a final decision on this, 
he is still officially the chairman of the Party Center, and he will have to receive 
foreign guests in the capacity of the Center’s Chairman. . . .>4 


Thus the last step was clearly envisaged. 

It remains to be said that in the periodically recurring context of highly 
dramatic factional infighting step three may be skipped. The conflict then 
immediately enters the last stage where a resoluticn is sought by means of 
physical coercion rather than by middle- or long-term power maneuvering. 
The purges of Lin Biao and the Cultural Revolutionary Left certainly are 
representative examples of this kind of escalation. 

Fourth step: Purge or remove the target. Theoretically, the continuum of 
“rectification” methods in the broadest sense of the word ranges from 
mere self-criticism, demotion, and loss of power positions to expulsion 
from the Party, criminal prosecution, and, finally, death (including the 
possibility of political murder). The political outcome of the inner-party 
struggle over the succession to Mao clearly shows a tendency toward a 
clustering “at the coercive end of the continuum.”>? A speculative answer 
about the reasons for this “inhuman”—from 2 conventional point of 
view—character of politics in China may relate to the possibility and thus 
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the danger of a “reversal of verdicts.” As the political career of Deng 
Xiaoping demonstrates, a purge victim may come back under more 
favorable conditions and then start an overall revenge campaign (as Deng 
did with his rehabilitation policy). Even if the former opponent is now 
dead, his legacy and posthumous rehabilitation must be reckoned with 
(e.g., the rehabilitation of Liu Shaoqi at the Fifth Plenum of the Eleventh 
Central Committee, February 23-29, 1980. Liu died in prison in 1969). 

Whatever the reasons, the political fate of Mao’s successors presump- 
tive, so far, is a fate of losers. Bereft of protection by supporters, attacked 
and stripped of political and personal security, their downfall almost inevi- 
tably resulted in political and personal disaster. 

In spite of this formidable threat, the successor presumptive as target for 
removal attempts is, at least in the initial stages, not totally helpless. The 
countermeasures at his disposal are, of course, most effective and his 
chances for survival best during the first stage of attack. The defender’s 
tactics may aim at a diversion of criticism by blurring certain points of the 
attack, or by pushing ahead alternative policies in order to break up the 
coalition of opponents during its process of formation. The successful at- 
tempt of the Cultural Revolutionary Left in 1972 to change the verdict on 
Lin Biao from “ultra-leftist” to “ultra-rightist’’ may be quoted as an espe- 
cially instructive example of efforts to save as much of the Cultural Revo- 
lutionary “leftist” policies as possible and to remove its own political 
orientation from the center of criticism. This more or less passive reaction 
to the initial tactical maneuvering of opponents may be successfully com- 
plemented by an active ideological counterattack such as that which char- 
acterized the ups and downs of the “Campaign to Criticize Lin Biao and 
Confucius” (1973-75). 

By making public self-criticism the defender may appeal to the tradi- 
tional priority for reeducation in Chinese Communist political culture, 
which ever since the rectification campaign of 1942 clearly stressed educa- 
tion, rectification, and redemption rather than punishment as long as the 
conflict was regarded as “non-antagonistic.”>* Once the attack proceeds 
to step two of our above typology, the successor’s only chance for a suc- 
cessful defense is immediate abandonment of supporters already under di- 
rect attack. The nonchalance with which Mao used this method of 
abandoning former and cultivating future supporters 1s both noteworthy 
and well-documented. Liu Shaoqi and Peng Zhen, Lin Biao and Chen 
Boda, Hua Guofeng and Wu De are others who may be cited from the 
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long list of possible examples. If the defender is no: able to stop attacks at 
this critical stage of conflict development by a general mobilization of his 
power network, his chances of preventing the imminent direct attack are 
close to zero. History shows that once opponents have pushed the con- 
frontation to the level of personal attacks, the defender’s political fate is 
almost certainly sealed. If one assumes at least some truth in Beijing’s 
official version of the death of Lin Biao, it was exactly this dilemma that 
induced him to seek his survival in a desperate last move by plotting to kill 
Mao and take over political power by means of a military coup. 

The depth of a succession crisis is revealed by the relative strength of 
these attacks and countermeasures. It ranges from the upheavals of the 
Cultural Revolution, which involved all parts of Chinese society and heav- 
ily shook the foundations of the whole system, to the relatively “‘small- 
scale” clashes in the Party’s top leadership circles in 1971 and 1976 that 
were normally followed by extensive criticism campaigns aimed at remov- 
ing the loser’s clientele and to the almost “orcerly” removal of Hua 
Guofeng by majority decisions in the Politburo and Central Committee. 
But the observer should be cautious in assuming from the discussion so far 
that any attack on a successor almost certainly leads to a positive result. 
Although this is definitely true for the examples presented in this essay, the 
reader should bear in mind that the successors might have been able to 
defend themselves successfully by managing attacks in the early stages of a 
critical confrontation. In Lowell Dittmer’s words: 


Power proves itself when contested, and the relative utility of formal and infor- 
mal power depends upon the intensity of such a contest. If the issue is routine, 
it is usually allocated to the official in charge of the appropriate functional “sys- 
tem” for resolution. . . . But if the issue defies routine decision-making proce- 
dures and provokes intractable opposition, it is likely to be defined as a 
“contradiction between the enemy and ourselves” (¢i-wo mao-tun), in which dis- 
sent is deemed illegitimate.56 


Orly under the circumstances of an antagonistic conflict is the vicious cir- 
cle of purge or be purged entered. 

From a historical point of view the question of who is going to dominate 
political decision making in China can certainly not be regarded as “rou- 
tine” since succession has tended to assume an antagonistic character. As 
a result we have to conclude that political rule in China all through the 
1960s and 1970s was political rule by purge. But what about the future? 
Will conflicts about top leadership succession continue to assume the dra- 
matic dimensions of the past or will the ruling elite make greater efforts— 


56. Ibid., pp. 32-33. 
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last but not least for the sake of its own security—to push ahead the pro- 
cess of institutionalization and regularization of politics in China? A ten- 
tative approach to answering this question may lie in a look at the stages of 
political rule in China. 


Toward a “Transitional Conflict System’’? 

Attempts to describe Chinese politics in terms of periods of political rule 
or states of internal development are numerous.>’? From a broader per- 
spective and in comparison to other communist systems, especially the So- 
viet Union, one may arrive at a three-stage model for the development of 
political rule in China which Jiirgen Domes first proposed in the form 
presented below>® with reference to Max Weber’s sociology of political 
rule. 

After a first stage of charismatic rule, which is dominated by the “role of 
that leader who led the Party to its revolutionary victory,” the system en- 
ters a stage of transitional rule before, finally, the process of bureaucratiza- 
tion leads to the gradual formation of institutionalized rule. In China, the 
first stage more or less ended by 1959 when Mao’s charismatic legitimiza- 
tion was battered once and for all by the failure of the Great Leap For- 
ward. From the beginning of the 1960s Mao had to compete and to 
bargain with rival politicians and opposing subsystems for the recognition 
of his political ideals. Since then and until today, the PRC has seemed to 
have undergone the second stage of transitional rule, which Domes defines 
in the specific Chinese context as political rule in a transitional crisis system 
that is 


virtually based upon the interplay between the formation of opinion groups and 
their condensation into factions, of which one comes out as the victor in each 
intra-elite conflict, only to split up again, for a new crisis cycle to begin. As the 
former charismatic leader retires more and more to—or is pushed into—the role 
of legitimator, and several leaders compete on an equal footing after his death, 
political initiatives are questioned, parcellized, and—with regard to the long- 
term decisions—paralyzed. ; 


However, if one accepts Domes’s description of conflicts during this stage 
of rule as “mostly signalled by terminological divergencies, removals, ex- 
pulsions, and occasionally the open rift within the Party,” it is tempting to 


57. For just one representative example, see Bjung-joon Ahn, “The Cultural Revolution 
and China’s Search for Political Order,” China Quarterly, 58 (April-June 1974) pp. 249f., 
esp. p. 257. l 

58. Domes, China nach der Kulturrevolution, pp. 334ff; Politische Soziologie der VR 
China, pp. 237f.; and recently, Government and Politics, conclusion, from which the follow- 
ing quotations are taken. 
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argue that with the ouster of Hua Guofeng the FRC already and at least 
for the time being has left the pure stage of a transitional crisis system. For 
the first time, a loser was not completely purged or physically eliminated 
after the resolution of a successor conflict. 

Because of obviously strong support among the CCP’s rank and file, 
Hua was even able to retain his Central Committee membership and may 
thus be waiting in political hibernation for his hour to come. Assuming no 
drastic changes in his present status, we can perhaps call him the 
“Malenkov of China.” For if one accepts that Malenkov’s demise marked 
the initial step toward an institutionalized leadership in the USSR (now 
definitely proved by the succession process in recent years), one may sug- 
gest that China may have entered a similar stage where conflicts between 
concurring groups still prevail, where terms of incumbency and transition 
of power from incumbent to successor are not yet completely regularized, 
but where succession conflicts do not result in a thorough shake-up and 
ensuing crises for the whole political system. Under these circumstances 
and—remembering my own caveats concerning unqualified prophesies— 
one may now tentatively regard the PRC as a transitional conflict system. . 

The way toward further institutionalization seems open, but the some- 
what erratic character of Chinese politics in the past should always remind 
the observer that another “reversal of verdicts” might easily lead us back 
to highly conflict-laden political structures and even—at least theoreti- 
cally—to the emergence of a new form of charismatic leadership. On the 
basis of our present data the further development toward bureaucratiza- 
tion of Chinese politics in accordance with the Soviet experience seems 
highly probable. In this case, the preponderance of single individuals and 
the consequent importance of solving top leadership succession questions 
will continue to lose its relevance. Tomorrow’s rule by bureaucratic self- 
assertion may then, finally, take the place of yesterday’s rule by purge. 





MODERNIZATION AND RURAL 
DEVELOPMENT STRATEGIES 


A Case Study of a South Indian 
Village 


V. Setty Pendakur 





In 1950, the small market village of Naraya- 
nadevarakere in Karnataka state, India, was relocated because its site was 
to be submerged by the Tungabhadra Dam reservoir. The villagers were 
given the choice of moving to one of two villages: Mariyammanahalli or 
Hagaribommanahalli. The villagers were assured of a plot of land or a 
home at practically no cost irrespective of whether they had been owners 
or tenants previously, and they were given a small relocation allowance. 
Both villages were laid out in a rectangular grid system of streets, and the 
government prebuilt the minimum infrastructure: roads, minimum public 
sanitation and drainage, a market, and a bus terminus. The choice as to 
where the villagers were to go was entirely voluntary. 

During the past 30 years, with national and local planning and develop- 
ment, there have been significant economic and social changes in the vil- 
lage of Hagaribommanahalli. Some of the more important elements are 
several new factories and workshops, new enterprises, repair shops, a regu- 
lated market, banks, increased transport service, and new schools and hos- 
pitals. A new political administrative unit located its headquarters in this 
new village. It is presumed that all these improvements have increased its 
economic activity, provided more educational and health care opportuni- 
ties, created new jobs and a happier life in general. This article focuses on 
the longitudinal process of the 30-year overall rural development of the 
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village and evaluates it in the context of rural deve:opment concepts, theo- 
ries, and goals of national development plans. 


Planning and Rural Development 


RURAL DEVELOPMENT 

In spite of long emphasis on rural development and agrarian reform, the 
larger cities of India continue to grow at an encrmously high rate and 
continue to divert population and capital from the rural areas. There are 
many studies dealing with the nature of change in peasant societies and 
their economies. Comparative developments in India and Southeast Asia 
indicate that the peasants and other villagers are as much interested in the 
kind of life offered by the city as the “city slickers,” but that the combina- 
tion of skills, capital, infrastructure, and multiple opportunities present in 
the large city are essentially denied to the villagers. The key to rural devel- 
opment, therefore, is the fullest utilization of local resources and the provi- _ 
sion of multiple economic opportunities.! Policies for growth not only 
need to effect growth but also sustain it. Development strategies for small 
towns must encourage economic opportunities by providing infrastructure 
and services concurrently with resource exploitation including agriculture. 
It is jobs together with services and amenities that sustain long-term 
growth.” 

Rural development is an interesting and complex phenomenon because 
of the large variety of socio-economic-environmental situations, cultural 
and religious influences, and political conditions involved. There is a par- 
ticular temptation to go for easy options that are essentially on the con- 
sumption side. There is little problem about building a school, a hospital, 
or a clean water supply system. The government simply has to spend 
money to supply these services. It is much more difficult to provide and 
maintain high quality education, health care, or infrastructure. Produc- 
tion and productive capacity is at the root of rural poverty, which cannot 
be cured by additions to consumption provided from outside as a subsidy 
from other, presumably productive, sectors. The real option, which can be 
effective, is to get down to the fine detail of adapting agricultural develop- 
ment to local possibilities. The emphasis ought to be upon devolution of 


1. George Rosen, Peasant Society in a Changing Economy: Comparative Development in 
South East Asia and India (Champaign: University of Illinois Press, 1975). 

2. V. S. Pendakur and V. Das, Agricultural Market Towns in India: A Development Per- 
spective (paper presented at the Congress of the Canadian Asian Studies Association, Univer- 
sity of British Columbia, Vancouver, B.C., 1983). 
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planning to the local level. Furthermore, politics and administrative bu- 
reaucracy should not displace productive mechanisms with inefficient un- 
productive enterprises, even though they may be politically popular. For 
example, a public school with low-quality education is of no positive con- 
sequence even if it is free compared to a private school that charges fees 
and provides high-quality and relevant education. 

No other major developing country, over the past 25 years, has invented 
and put into practice so many new ideas and sometimes radical adminis- 
trative changes as India. But its rural development planning and practice 
vary widely, and a historical review turns up a number of real and appar- 
ent errors in public policy and in the evolution of agricultural policy. Two 
basic errors were lack of research and a method of planning that failed to 
recognize that agricultural development is an interactive process where 
one must be constantly looking for new limiting factors. The most obvious 
criticism is that the planning procedure was too formal and suffered from 
excessive centralization. But the key argument is that nation building de- 
manded an emphasis on centralization and a national uniformity of admin- 
istration. There was also excessive emphasis on the public sector and the 
quasi-public cooperative sector, and too little on facilitating and stimulat- 
ing the private sector to fulfill development functions.? 

Nevertheless, rural and agricultural development policies in India, on 
balance, have been successful in many respects. For example, there is evi- 
dence to suggest that there has, indeed, been a positive revolution in the 
Punjab with reference to agriculture and rural development. It has been 
much more than the introduction of new cropping patterns or the increase 
in overall income. It has been a genuine and progressive change in the 
relation between the villagers and the State, brought about by the im- 
proved technology in the context of the fruition of the villager’s own long- 
term capitalization of their holdings and supported by the appropriate ad- 
aptation and expansion of key institutions, both “traditional” and “mod- 
ern.”4 Even then, the bigger centers (medium-sized towns) have grown 
and prospered at the cost of small towns primarily because of a higher 
level of infrastructure, services, and amenities.’ 


3. John W. Mellor, et al., Developing Rural India: Plan and Practice (Ithaca: Cornell 
University Press, 1968). 

4. Murray J. Leaf, “The Green Revolution in a Punjab Village,” Pacific Affairs, 53:4 
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STRATEGIES FOR MEETING BASIC NEEDS 

A variety of basic needs strategies have been advocated in recent years by 
various authors.® Streeten assigns merely a complementary role to basic 
nzeds. His main thrust and emphasis is on economic development and the 
traditional instruments for its achievement: urban-based industrialization 
and the rural-based green revolution. Other eccnomists echo Streeten in 
regarding the basic needs package as complementary to the traditional fo- 
cus. 

Friedmann, on the other hand, sees basic needs, along with territorial 
self-sufficiency, as an “alternative development.” He argues that basic 
nzeds have absolute priority in resource allocation and all households (not 
only specific target groups) are entitled to the satisfaction of their “basic 
nzeds.” In contrast to economic “wants,” which are often regarded as 
insatiable, needs are treated as finite quantities. As basic needs are gradu- 
a'ly satisfied, new needs may be communally icentified. Whereas wants 
are unlimited and private, needs are finite and public. It is through public — 
disclosure—a political process—that basic needs can be objectively identi- 
fied. The fundamental unit for the determination of basic needs, for the 
related practice of transactive planning, and for the performance of recip- 
rocal services, is therefore a unit large enough to allow for substantial self- 
sufficiency in the provision of basic needs and small enough for direct face- 
to-face encounters in planning and decision making. He calls these units 
azropolitan districts, comprising an encompassing system of production, 
distribution, and governance. Typically they may consist of 20,000 to 
100,000 people.’ By and large, the development blocks and taluks (admin- 
istrative units) of India can be considered in many instances as agropolitan 
districts. 

The distinct emphasis that the basic needs objective brings to a develop- 
ment strategy is a heightened concern for the achievement of the ultimate 
goals of the whole population with respect to consumption, particularly in 
education and health. In the discussion of policies aimed at the alleviation 
cf poverty, a good deal of attention has generally been paid to the structure 
and beneficiaries of production and income. Similar attention has not been 
devoted to studying the needs for and patterns of consumption in educa- 


6. Paul Streeten, “The Distinctive Features of a Basic Needs Approach to Development,” 
International Development Review, 19:3 (1977); John Friedmann, “Basic Needs, Agropolitan 
Development and Planning from Below,” World Developmert, vol. 7 (1979); S. J. Burki and 
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tion and health. This sharpens the focus on the supply side, particularly 
on those public services whose expansion and distribution is crucial if the 
basic needs of the vast majority of the population are to be met. This does 
not mean that the concept of basic needs is primarily a welfare concept. 
Indeed, improved education and health of the society often make a signifi- 
cant contribution to increased productivity. It should be recognized, at 
the same time, that such terms as “basic needs strategies,” “basic needs 
sectors,” and “basic needs projects” are misnomers; they confuse an ulti- 
mate goal with intermediate means. Many different activities can contrib- 
ute to the meeting of basic needs and the reduction of absolute poverty, 
from the building of infrastructure to the construction of a health dispen- 
sary. The indirect effect of policy actions may be just as important as the 
direct effect. A careful distinction must be made in this field between ends 
and means if fusion at a conceptual level is to be avoided. 

The only way that absolute poverty can be eliminated on a sustainable 
basis is to increase the productivity of the poor. But this concern with the 
productivity of the poor needs to be supplemented for at least four reasons. 
First, education and health are required, besides machines and land and 
credit, to contribute to a higher level of productivity. Most poor people 
have limited access to such public services as education, health care, and 
water supplies which they need if they are to break out of the vicious circle 
of low productivity and poverty. 

Second, many poor people have no physical assets—neither a small farm 
nor a small industry. They are landless or urban poor. The only “asset” 
they have is their own two hands and their willingness to work. In such a 
situation, the development of human resources through education and 
health programs is essential to increase their productivity. 

Third, it is not enough to enable the poor to earn a reasonable income. 
They also need goods and services on which to spend it. Markets do not 
always supply wage goods, particularly public services. Expansion and re- 
distribution of public services become essential if basic needs are to be met. 

Finally, it may take a long time to increase the productivity of the abso- 
lute poor to a level where they can afford at least the minimum bundle of 
basic needs for a productive life. In the interim period, some income 
groups—particularly the bottom 10-20% may need short-term subsidy 
programs.® 

All countries, socialist or “market,” utilize the market, regulated or un- 
regulated, for some part of the resource allocation process, and direct gov- 
ernment action for the rest. India is no exception and a very important 
part of the planning process is to decide what to leave to the market. The 


8. S. J. Burki and M. U. Haq, “Meeting Basic Needs.” 
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timing and the sequence, and the quantum of intrusion have a large influ- 
ence on growth and dependency.’ A premeditated positive linkage is a 
prerequisite to sustained long-term growth of small towns in India. 


MODERNIZATION OF VILLAGES 
During the past 30 years, Indian planners and researchers have paid con- 
siderable attention to urbanization and industria:ization. However, there 
is little, if any, research in a longitudinal context leading to policy deci- 
sions with reference to village modernization. 

Two important factors inhibited development in the traditional rural so- 
cieties of India. First, was the system of land tenure, which has gone 
through drastic and radical reform since 1950. Second, while the fruits of 
industrialization accrued to the few, the main base of rural economy was 
shattered by a decline in local production and subsequent pressure on land. 
An ever-increasing population growth without matching increase in pro- 
duction accentuated society’s misery. 

The social system plays a predominant role in the scale and rate of 
change.!° It is characterized by a socially allocated status into which one 
is born, a position often reinforced by the economic calling attached to it. 
A typical arrangement of role performance, social status, social relations, 
rewards, and sanctions are effectively defined for each segment of society 
and provide a fixed base to the social organization. In a predominantly 
agricultural economy, the family structure is the basic unit of social, cul- 
tural, and economic participation. 

Thirty-five years is not a long period in the history of a society that 
chose to modernize through democratically planned social change, and 
with that to take place simultaneously on all fronts. Certain existing social 
processes have been accelerated and certain new ones have intensified the 
modernizing process. 

The basic objective of planned social change is to accelerate moderniza- 
tion. This social change must be accompanied by economic betterment. 
The State has played a dominant role in being the planner, the investor, 
and the controller of modernization. What is missed often in harsh critical 
debate is that planning and development in India is very much an open 
democratic process, albeit with all its shortcomings. 

Several factors, generally induced by the State, have contributed to the 
modernization process: the resolution of land cwnership and tenure, im- 
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provements in transport and communications, the spread of the money 
economy, legislative measures for peasant protection, adult franchise, 
panchayat raj, and constitutional provision of caste-free educational, polit- 
ical, and economic opportunities. Even though none of these measures has 
had the ideal effect and the traditional values are slow to change, the ef- 
forts have had a tremendous impact on the villagers’ goals, aspirations, 
and feelings of self-worth and therefore the vision they hold of their vil- 
lage. 
India’s urban development strategy has shifted radically from an earlier 
emphasis on “the urban crises in the large cities” during the Fourth Five 
Year Plan (1969-73) to medium and large towns in the Fifth Plan 
(1974-78) and then to small towns in the Sixth Plan (1979-83). The gov- 
ernment, after a prolonged study, adopted a policy to encourage the “‘inte- 
grated development of small and medium towns.”!! The thrust of the 
urbanization policy during the present decade (1980-90) is toward provi- 
sion of adequate infrastructure and other amenities in small towns and 
strengthening the market centers to equip them to serve as growth and 
service centers for the rural hinterland. It is in this context that an analy- 
sis of the longitudinal process of development assumes significance and can 
contribute corrective ideas to planning methods and processes. 


The Village 


The villagers of Narayanadevarakere were notified in 1950 that they must 
move, and all their land and buildings were expropriated by the govern- 
ment. By 1954, they had been completely relocated. The new village, 
Hagaribommanhalli, had more amenities, more physical infrastructure, 
more provision of basic needs, and, one would hope, more economic op- 
portunities. (Table 1 compares the old and. the new.) Many landless vil- 
lagers were offered a plot of land on which to build their homes and a 
small piece of land for agriculture at very little cost and on easy terms. As 
shown in Table 1, the major new amenities were water supply, electricity, 
and home plots for the landless. 

In the 1954-83 period, there was considerable government intervention 
in the form of provision of services, regulatory mechanisms, new govern- 
ment institutions, and new incentives for peasants, farmers, and agribusi- 
ness entrepreneurs. The catalogue of new facilities is long and interesting, 
especially when viewed over a span of 30 years. All of these facilities and 
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TABLE 1 Amenities and Basic Needs Provided in the Old and New Villages at 
the Time of Relocation, 1954 


Amenity 


1. Drinking water supply 


Old Village 
Narayanadevarakere 


Supply shortage in summer 
wells and tanks, carry water I 
km-5 km. No publicly 
protected source, susceptible to 
water-borne diseases 


New Village 
Hagaribommanahalli 


Public wells, several locations 
in the village. Clean water, 
year-round supply, carry water 
tA km-1 km. 


2. Sanitation Public latrines for women only; Public latrines for women oniy; 
no drainage system some drainage 

3. Roads Narrow streets Wide roads, gravel 

. Electricity supply Nil l Domestic electricity supply 

5. School Public elementary school to Public elementary school 
Grade 8 

6. Health Government dispensary Government dispensary 

7. Land AS was, some owners; some All were given plot of land for 


tenants 


home. Arable land made 


available for the landless. 
8. Transportation links: 


Intercity bus Adequate Adequate 
Railway Nil Branch line existing 
9. Market Once a week Once a week 
10. Local self-government Existing Newly created 
(panchayat) 





programs stem from national and state planning and development efforts, 
and include government administrative offices for Taluk, Treasury, and 
Land Registry; State Housing Board; banks (agricultural, land and busi- 
ness development); block development programs; loan, marketing, and 
consumer co-ops; agricultural and livestock programs; Agricultural Pro- 
duce Marketing Board (regulated market and warehouse); post and tele- 
communications system; railway; increased transport services; public and 
private high schools and college; government hospital; private doctors and 
pharmacies; community drinking water supply; electricity; irrigation from 
nearby Malvi Dam reservoir; 13 factories; repair and other workshops; 
cinema and circus (seasonal). 

Even this long list is incomplete. Hagaribommanhalli is now a modern 
village with many services, amenities, and economic opportunities. Its 
population grew from 3,000 in 1954 to 14,100 in 1981, and the number of 
homes there, both owned and rented, increased from 530 in 1961 to 1,760 
in 1981. Today, the village is a strong market center even though it is a 
small town. 
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Table 2 summarizes the various important private and public facilities 
and services installed as the village developed after 1954. It is important to 
note that the table does not include the very large retail/wholesale trade 
sector associated with agriculture and agricultural products and the nonin- 
dustrial service sector (restaurants, laundry, tailoring, shoe repair, con- 
struction, groceries and vegetables [stores and hawkers]), a significant 
portion of the socioeconomic base of the village. Table 3 shows details of 
services and employment for the same elements. 

The stages of development may be divided into three distinct periods: 
up to 1961, 1962-71, and 1972-81. In the first period, the village saw, 
prior to 1954, hardly any significant economic activity. With the resettle- 
ment by 1954 of skilled workers and the new entreprenueurial class from 
the old village (now submerged under water), an immense change oc- 
curred. Between 1954 and 1957, several new factories (oil mills), homes, 
stores, shops, and related works were constructed creating employment 
and enthusiasm. The market area, both for buying and selling, was ex- 
panded to cover a radius of 100 miles compared to 15 miles previously. By 
1961, four-oil mills provided direct employment to 50 people. A machine 
shop had opened to serve the needs of these mills, providing employment 
for skilled workers. Private medical service became available, a local 
pump supplied gasoline, kerosene, and diesel oil, and a 525—seat cinema 
was opened. 

The railway, operating since 1904, faced competition from trucking en- 
terprises for the first time. During this period a post office, a telegraph 
office, and telephone service were established primarily to serve the new 
economic units but also to provide general service. Minimal intercity bus 
service was provided. The government elementary school was expanded to 
include a high school. Domestic electricity became available, and a gov- 
ernment hospital and a public library were established. 

Local self-government was instituted in 1954 and provided streets, street 
lights, sanitation, and a potable water supply (public hand-pump wells). A 
police station was opened. These were essentially minimum inputs bythe 
state. The village was slowly emerging as a market and processing center 
without any real government intervention, but primarily through the ini- 
tiatives of the private sector. 

The 1962-71 period was one of consolidation and expansion in the pri- 
vate sector combined with representations to the government for the im- 
provement of basic needs and amenities. The market expansion and the 
perception of this village as a viable and competitive market center led to 


668 ASIAN SURVEY, VOL. XXV, NO. 6, JUNE 1985 


TABLE 2 Public Sector and Private Sector Amenities, Basic Needs, and 
Enterprises, 1950-81 


Year Year 
Started Public Sector Started Priyate Sector 


1904 Railways 
1930 Bus transport, intercity 
1950 Government primary school, 


grades 1-7 
1954 Private doctors 
Petrol pump 
Oil mills: cleaning, shelling 
processing 
1957 Post office 
1958 Government high school, grades 
8-12 
1959 Telephones 
1961 Government hospital 1961 Cinema 


Machine shop 


1965 Electricity supply (domestic) ; 

1966 Bank, Vysya Bank 

1968 Public library 

1971 State Warehousing Corp. 1971 Motorcycle repair shop 
State Land Tribunal 


1972 Nursery school, kindergarten 
1973 Agriculture Produce Marketing 1973 Elementary School 


Board 
Taluk Development Board 
1974 Taluk Office, Divisional HQ 1974 Bark, Syndicate Bank 
1975 Block Development Office 
1976 Bank, State Bank of Mysore 1976 Farmers Service Cooperative 


Society 
State Dept. of Horticulture 
1977 State Dept. of Sericulture 
1978 State Dept. of Public Works 
1979 State Dept. of Geology & Mines 
Bank, Tungabhadra Gramin 
Bank 
1979 State Dept. of Agriculture 
Land Development Coop Bank 
1980 Government Junior College 
1980  Sub-registrar’s Office, land titles 1980 High school, Rastrothana 
1981 Touring cinema 


NOTE: This table does not include farming, hawkers, retail and wholesale sales, 
restaurants, and other traditionally private self-generated small enterprises. 
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TABLE 3 Development and Employment, 1954-81 


Year Activity Employment Government or 
Started 1961 1971 1981 1961 1971 1981 Private Sector 


Village 
Population 9,800 
Area (acres) 6,900 
Houses 1,250 


Banking (current accts) 50 


Medical 
Qualified MDs 
Nonaccredited MDs 
Hospital 

Education (students) 
Nursery 
Elementary (grades 1-7) 


Secondary (grades 8-12) 


Quy Q 


College 


State depts., services 
Development boards 
Horticulture 
Sericulture 
Public works 
Geology 
Agriculture 

Transportation 
Railways # passengers 
Bus service, # routes 

Services 
Post office 
Telephone connections 
Electricity 

House 

Industrial 
Domestic pumps 
Irrigation pumps 

Public library 

Govt. warehouses, # 
Capacity, tons 

Administration/Govt. 
Land Tribunal 
Marketing Board, shops 
Taluk Office 
Sub-registrar’s Office 


Qil Mills, # 
Petrol pump (gasoline, 


diesel, kerosene), 100,000 
liters 


Cinema, # seats 
Touring talkies 
Machine shop 
Motorcycle repair 
Farmers’ co-op 


P 
G 
P 
G 
P 
G 
G 
G 
G 
G 
G 
G 


y AAA Q Q 


teow sh td 
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expansion of the agroprocessing sector. By 1971, six oil mills were operat- 
ing with a 50% expansion in capacity over 1961, and they directly em- 
ployed 150 people. For the first time in the village’s history, a bank (Vysya 
Bank) was opened to provide services for businessmen and farmers who 
otherwise would have had to travel 20 miles to a tigger town (Hospet). A 
motorcycle repair shop also had been opened by 1971. The State set up 
additional warehouses to assist capital-short traders, and a Land Tribunal 
also was established to adjudicate locally the title disputes arising out of 
land reform legislation. 

The population of the village had grown from 6,400 in 1961 to 9,800 in 
1971, creating a new demand for public and private sector goods and ser- 
vices. The intercity bus services operated by the Karnataka State Road 
Transport Corporation had expanded its service to 58 routes now serving 
the village. The telephone and electrical systems had doubled capacity in 
several areas in the 10-year period, and the government hospital also had 
practically doubled its staff and capacity. A new public library was opened 
in 1968 and a growing student enrollment in government elementary and 
high schools reflected not only the general population increase but also the 
willingness of poor parents to send their children to school. 

The 1972-81 period saw significant and almost concurrent expansion in 
the private and public sectors. It was also the period when multiplier ef- 
fects to the economy were taking hold because of expansion in the process- 
ing industry, trade, retailing, and government services. The multiplier 
effects were visible in housing, education, health, retailing, and a variety of 
services. The population grew from 9,800 in 1971 to 14,100 in 1981. The 
number of houses in the village increased from 1,250 in 1971 to 1,760 in 
1981, and for the first time, a significant amount of rental housing was 
built primarily to accommodate the influx of government workers. 

Consolidation and expansion in the private sector were triggered pri- 
marily by expansion in processing and trade and were furthered by the 
growth in government services. By 1981, 11 oil mills (13 in 1983) directly 
employed 320 persons (400 in 1983). Four trucks were based in the vil- 
lage, as were six cars and several motorcycles and scooters. The health 
services were greatly expanded with nine qualified doctors, 25 nonac- 
credited practitioners, two pharmacies in the private sector, and the gov- 
ernment hospital now employing 15 professionals (11 in 1971). Starting 
with a kindergarten in 1972, a private society—Seva Bharati Trust—was 
by 1980 providing education to the high school level. Its school system, 
Rastrothana Vidyalaya, had a student body of 543 with a residential hostel 
for 40 students. Hagaribommanahalli was thus not only a market center 
but was also becoming an education and health center serving a hinterland 
of agricultural villages. Syndicate Bank, another private sector bank, was 
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opened in 1974 and a farmer’s co-op society was started in 1976. Because 
of additional demands in the entertainment sector, a touring cinema was 
established in 1981. 

The decade 1972-81 saw a major consolidation, expansion, and reorgan- 
ization of State government services and offices in the village. A very im- 
portant administrative move designated the village as Talerk HQ, a 
subdivisional headquarters. This meant almost all State government de- 
partments would open offices in the village (see Tables 2 and 3), and 12 
such offices were established during this period, employing 178 persons in 
1981. This was a solid addition to the economic base of the village, since 
these jobs represented steady, permanent employment. A government jun- 
ior college was opened in 1980 with 88 students and 10 faculty. A minor 
irrigation project, Malvi Dam, was completed in 1972, making water avail- 
able for irrigating 7,300 acres of land. The telephone system was improved 
in 1976 with an automatic exchange and the State electricity board contin- 
ued to expand electrical service. 

As the small market village of 3,000 persons grew to a town of 14,000, 
the socioeconomic nature of the population changed in many ways. Relo- 
cation provided the once in a lifetime opportunity for many poor people to 
become homeowners. With the building of the high school and the hospi- 
tal, outsiders came to the village, including teachers, doctors, and pharma- 
cists. This process of in-migration continued with the opening of several 
new government departments, projects, and programs, and this new popu- 
lation, with higher education and almost guaranteed incomes from govern- 
ment jobs, created multiplier socioeconomic opportunities. Business and 
government service expanded, and finally a political decision at the state 
level created a new Taluk (administrative unit) with this village as its head- 
quarters. Along with this decision came more government workers, ad- 
ministrators, politics, and politicians. The egalitarian society had arrived! 

The new entrepreneurs are an aggressive class. They had to break class, 
caste, and political barriers to succeed. They participate actively in a 
strong market economy dominated by the processing of groundnuts (pea- 
nuts) to oil and the ginning of cotton. The market function of the village 
as an agropolitan center has expanded to include its administrative func- 
tions, providing the villages with a variety of economic opportunities un- 
heard of before. 

Families are extended, a typical family having 6-10 members and 1-3 
wage earners. Nearly 40% of the population is under 25 years of age. The 
majority are Hindus by religion, but they are divided into many castes and 
subcastes. In comparison to the surrounding villages, the income of 
Hagaribommanahalli residents is higher. Homes are well kept, gardens 
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well tended, cattle well looked after, and people healthy. There are no 
slums or squatters, but an appearance of modest prosperity and well-being. 


Impact of Modernization 

To make a preliminary assessment of the impact of modernization, the 
heads of 24 families were interviewed and participant observations con- 
ducted. The families chosen were among the original settlers during 
1950-54, and were selected to provide a stratified distribution of income, 
age, and profession. For practical reasons of time, only the male heads of 
families were interviewed. Because the questions and observations con- 
cerned the period 1954-81, the age range of those interviewed was 37 to 
67. 

Family size varied from three to 20 with the typical family consisting of 
six to eight members. Each family had one to seven wage earners, typi- 
cally two to three. Incomes ranged from Rs. 1,800 to Rs. 100,000 per 
annum, but among the lower-income families, much of the income from 
the informal sector was not included. All families had access to a drinking 
water supply, upper income families having their own wells with hand 
pumps. All but two families had electricity and all but one owned their 
own homes. More than half the families were also land owners and had 
cattle for milk and agriculture. Almost all families had some means of 
transport (at the very least, a bicycle). Children in all but one family were 
in school. Results can only be taken in the context of the limited data and 
resources allocated to the study, but the conclusions can be viewed in the 
broader context of the long-term implications of modernization. 

The physical planning of the village, with wide roads, minimum drain- 
age, public latrines, strategically placed bore wells to supply drinking 
water, and street lights, is perceived as a success. Those who remember 
the conditions in the old village emphatically agree with this assessment. 
The poor place a high priority on the availability of good water. Recently 
through the National Rural Water Supply Program, the government has 
started construction of a water tank to assure pressure supply and several 
bore wells are being dug. This receives overwhelming approval by the vil- 
lagers, and is seen as a necessity. Public sanitation facilities are primarily 
for the poor and women. There are no facilities for men. Surprisingly, 
there are no complaints. 

Education in the government high school is free and the private school 
charges very modest fees. Many children attend:ng the private school re- 
ceive bursaries to cover the fees if their parents are poor and/or their scho- 
lastic achievement is high. In general, the poor prefer to send their 
children to the private school if possible, since they feel strongly that the 
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quality of education in the public schools is extremely low, that teacher 
training is quite inadequate, and the evaluation system unjust. 

In the area of public health, there are universally available family plan- 
ning programs and these are accepted by the majority. The villagers 
proudly point out the progress families have made by counting the increas- 
ing number of vasectomies. In addition, several nutrition, prenatal/post- 
natal, and immunization programs exist, although the poor are not aware 
of these. Malaria, smallpox, and cholera appear to have been eradicated. 
The middle class use these programs and consider them successful. 

The villagers feel that service in the government hospital is poor, and 
they prefer to consult local private doctors if they have the money. The 
perception is that while they appreciate the fact that there is a hospital, 
they resent the poor quality of medical care and service, and feel the infor- 
mal fee they have to pay to get good service is a burden and may not be 
worth it. Several private doctors in the village serve all sections of the 
population. 

As for employment in the village, the poor complain that it is very diffi- 
cult for family members to find good jobs. What they actually mean is that 
it is difficult to get a secure government job in the village. They admit that 
there are many jobs in the private sector, but they find the pay low for the 
hard work required. Except for very low level unskilled jobs, the govern- 
ment jobs are often filled by open statewide competition. The villagers 
may not have adequate qualifications and/or political influence to get these 
jobs. Unskilled, trainable mill/factory workers now receive Rs. 8-10 per 
day, and yet managers complain that it is hard to find good workers who 
will stay. Many poor and not so poor families who own land see farming 
as their primary occupation. The family members work together when 
needed, so getting a job outside is given a second priority. 

In general, villagers feel that a great deal of positive progress has been 
made benefiting the poor. They feel strongly that living in this village is 
better than before because of many conveniences and opportunities, sum- 
marized as: many open job opportunities; the easy availability of good 
clean drinking water; availability of schools for children; many programs 
to assist farmers; the location of doctors and health services in the village; 
and the availability of many services and facilities on a competitive basis. 
And regardless of income, everyone feels that having all State government 
offices in the village is a major advantage. 

The major complaint concerns inflation and the ever-increasing cost of 
living. Entrepreneurs and the poor alike complain about government inef- 
ficiency, interference, and corruption in some instances. They look back 
nostalgically to the old days, but on reflection admit that tremendous pro- 
gress has been achieved over three decades of planning and development. 
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A Planning Model 


LESSONS FROM EXPERIENCE 

Except under certain special circumstances, ther2 is not much evidence 
that manufacturing growth in the developing couniries has led to increased 
satisfaction of basic needs. On the other hand, it is argued that policies 
aimed at satisfying basic needs will inevitably lead to an increase in indus- 
trialization. If these policies are to be successful, the pattern of industriali- 
zation will have to be more closely harmonized with the development of 
other sectors and with the paramount goals of providing incomes and em- 
ployment to the poor.!? 

India’s Fifth Five Year Plan and the subsequent plans emphasize that 
the broad objectives of planning must be rapid economic development ac- 
companied by continuous progress toward equalizy and social justice and 
the establishment of a social and economic democracy.!3 While planners 
are concerned with socioeconomic changes, they need to bear in mind that 
to increase productivity of land does not necessarily result in a redistribu- 
tion of wealth and/or a more egalitarian society.‘4 There is a far greater 
chance of reducing social discrimination in rural South India if economic 
diversification precedes egalitarian social legislation. Rural economic di- 
versification almost inevitably results in an extension of the villagers’ eco- 
nomic relations beyond their home base and leads to a change in intra- 
village traditional roles and relations. It is this factor that makes radical 
social change possible. The Hagaribommanahalli experience indicates that 
the social/religious/caste barriers are being broken as new enterprises are 
established because of the availability of capital and skills, and in response 
to demand. 

Regional development can provide a useful base from which to initiate 
socioeconomic changes that may help to put into practice development- 
oriented and fundamentally egalitarian ideology. However, planners must 
become sensitive to the fact that economic integration of villages in a re- 
gional context cannot be preordained but must be nurtured very carefully. 
Epstein’s study of Dalena village in Mandya District, Karnataka state, 
bears this out. He argues that the economic integration of the dry land 


12. Ralph Van der Hoven, “Employment, Basic Needs and Industrialisation: Some Re- 
flections on the Lima Target,” International Labour Review, 119:4 (1980). P. E. Fong, “Em- 
ployment, Development and Basic Needs in Singapore,” International Labour Review, 119:4 
(1980). 

13. Planning Commission of India, Towards An Approach: The Fifth Plan (New Delhi, 
1972). 

14. T. C. Epstein, “South India: Yesterday, Today and Tomorrow,” in Mysore Villages 
Revisited (New York: Homes and Meier, 1973). 


V. SETTY PENDAKUR 675 


villages and irrigated land villages into the regional economy was a result 
of spontaneous indigenous response and intense competition among the 
villages. None of the planners ever considered that the dry land villages 
might become service centers for their neighbors who were farming irri- 
gated lands.!> Therefore it is necessary to be sensitive to unique local rural 
conditions and devise suitable rural development strategies. 


THE HAGARIBOMMANAHALLI EXPERIENCE 

The apparent prosperity and the perceptions of the villagers indicate that 
in Hagaribommanahalli basic needs have been met; jobs are available, 
though pay is low and work hard; farmers have access to and are utilizing 
all government assistance programs; the village has become an agropolitan 
center; the village provides many economic entrepreneurial opportunities. 
In comparison to other villages, the development of Hagaribommanahalli, 
in the context of basic needs and employment opportunities, is a success 
story. Most of the complaints and problems faced by the villagers are uni- 
versal to the state and to the country. 

In comparison with the surrounding villages in the same taluk, 
Hagaribommanahalli’s experience in planning and development can be 
considered successful. If the lessons learned here were to be applied to a 
generalized planning model, the following observations can be made, 
although definitive conclusions will require additional research into longi- 
tudinal measurements of the level of well-being and the impact of various 
improvements on in- and out-migration as well as economic multipliers. 


1. Regional development strategies centered on agropolitan development 
are quite useful and can be instrumental in providing a base for inte- 
grated rural development.'© The key to success lies in: 


(i) Selection of the agropolitan center with adequate agricultural hin- 
terland, assurance of water for irrigation, and ability to attract ade- 
quate entrepreneurial capital. In Hagaribommanahalli, all these 
conditions existed without any government interference. 


(ii) Provision of a variety of direct services to the farmers; programs 
to assist them financially must accompany or precede land reform 
measures. In Hagaribommanahalli, these were provided concurrently. 


15. Ibid. 
16, John Friedmann and Mike Douglass, “Agropolitan Development.” 
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(iii) Little or no interference with the competitive development of a 
variety of economic multiplier opportunities in both the formal and 
informal sectors. In Hagaribommanahalli, positive private investment 
activity existed during 1950-70. 


Satisfying the basic needs of the poor is an essential prerequisite to 
planning and development. These efforts must precede, if possible, all 
other reforms. Land for housing must be included in the list of basic 
needs. In Hagaribommanahalli, land for housing and drinking water 
were provided initially, with other basic services following during the 
period 1954—65. 


Quality of service and maintenance is an absolute prerequisite to both 
protecting the public investment and keeping faith with the villagers. 
This applies to education, health, water, sanitation, roads, and other 
basic needs. In areas where the private sector can provide a service for - 
a small fee, it is better to encourage the provision of such services by 
that sector. In Hagaribommanahalli, the private school, which is con- 
sidered to be providing a substantially better cuality service, came into 
being after a long struggle in 1972. 


Measures should be taken to enhance the vitality of the informal sec- 
tor which can provide substantial job opportunities to the poor, 
though often inefficiently. In Hagaribommanahalli, a very dynamic 
informal sector exists. 


Highest priorities must be job creation, land for homes, and agricul- 
ture. In Hagaribommanahalli, all three of these elements were incen- 
tives for resettlement in 1954. 


An aggressive private entrepreneurial sector must precede state inter- 
vention and state services. Without such scope for the private sector, 
formal and informal jobs and markets are not created. The state role 
is fundamental in providing the required social services and protection 
of the socioeconomic interests of the poor, but such state intervention 
should either be concurrent or follow private initiatives. In 
Hagaribommanahalli, the private sector expanded rapidly between 
1950 and 1970 while government services were slow in following. 
There was further expansion of the economic base in the private sector 
during the 1972-81 period with concurrent expansion of state facilities 
and services. 
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The timing of state intervention in providing facilities is both critical 
and important. It is necessary to establish an economic base, assure 
that other agropolitan centers are a practicable economic distance 
away, and provide the services incrementally as a multiplier to the 
economic base. In Hagaribommanahalli this sequence was experience. 


Private institutions should be encouraged to provide social services 
(health, education), both free and market, parallel with state-provided 
services in order to fill the gap and satisfy the demand. The 
Hagaribommanahalli experience (schools and health services) indi- 
cates that the state alone could not provide the required services. 


Physical planning and improvements (roads, lighting, sanitation, 
water) should be cautiously commensurate with the technical and fi- 
nancial ability of the local people to effectively maintain them. With- 
out money for maintenance, the investments are wasted. The 
Hagaribommanahalli experience supports this. 





SOUTHEAST ASIAN PERCEPTIONS OF 
U.S. FOREIGN POLICY 


— Robert C. Horn 








The events that occurred at the end of the 1970s in 
Southeast Asia, and more broadly in Asia, have seemed to resurrect that 
region as a focus of American foreign policy. Within Southeast Asia, the 
1978 Vietnamese invasion of Kampuchea (Cambodia) was followed by a 
punitive attack by the People’s Republic of China (PRC) on Vietnam to 
“teach it a lesson.” The close ties between Vietnam and the Soviet . 
Union—seen in Hanoi’s joining the Soviet-sponsored economic grouping 
COMECON (Council for Mutual Economic Assistance) and signing the 
Soviet-Vietnamese friendship treaty, both in 1978—and the increasingly 
prominent military dimension! of these ties further drew American atten- 
tion. Other events in Asia, including the warming relations between the 
United States and China on the one hand and the Soviet invasion of Af- 
ghanistan on the other, served to polarize U.S.-Soviet relations and to 
deepen the U.S. commitment to work with China in an effort to confront 
Soviet and Vietnamese designs in Southeast Asia. 

U.S. policy in Southeast Asia over the past five years has sought strenu- 
ously to build close ties with the noncommunis: states of the area. This 
article, in addressing the nature and results of that effort, is particularly 
concerned with how these Southeast Asian states perceive Washington’s 
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policies and behavior as related to their region. Since the United States 
and the local governments share a broad coincidence of interests on re- 
gional issues, the primary focus of the analysis is on the issues on which 
the two sides differ and why. 

After discussing briefly the immediate background to the contemporary 
period, I analyze these issues and their significance for U.S. policy in 
Southeast Asia, with, however, several caveats. The analysis here is not 
based on a thoroughly systematized culling of data from all the countries 
nor on an organized series of interviews with key policy makers in the 
various capitals of the region. Rather, the study is based on a wide variety 
of interviews, mostly informal, and discussions with various Southeast 
Asians, Americans, and “third-state” representatives, as well as on the reg- 
ular reading of one country’s press, that of Malaysia, and some of the 
others. Moreover, while certain of the themes discussed are drawn from 
the explicit enunciation of them in the region, other aspects are based on a 
“sense” or an impression of points of view that are carefully left implied 
rather than made explicit. 

Another qualification that must be made clear at the outset is that the 
focus here is on political and strategic issues and perceptions, not eco- 
nomic ones. This is not to say that there are not significant economic dif- 
ferences between the United States and the Association of Southeast Asian 
Nations (ASEAN). There are many, including commodity agreements, 
use of stockpiles, tariffs and other forms of protectionism, level of invest- 
ment, and U.S. support for international financial institutions, among 
others. These, however, are extensive and complex issues and really part 
of the larger North-South debate deserving separate treatment. 


The Recent Historical Context 
U.S. policy toward Southeast Asia underwent a steady and yet dramatic 
decline during the decade of the 1970s. Beginning with the Nixon, or 
Guam, Doctrine of 1969, and running through Washington’s disengage- 
ment from Vietnam in 1973 and the Communist victories in Indochina in 
1975, American policy and the American people in general increasingly 
wanted nothing to do with the region. Interest in Southeast Asian affairs 
remained low after the war ended as the scars on the American psyche 
needed time to heal. American bases in Thailand were closed, the U.S.- 
dominated Southeast Asia Treaty Organization was dissolved, and the 
Carter administration evidenced an almost total disinterest in the region as 
a whole. Vietnam’s occupation of Kampuchea beginning in late 1978 
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served to reawaken American interest in the region.* After repeated warn- 
ings to Hanoi that it should withdraw—some of which were made by Vice 
Premier Deng Xiaoping while on a visit to the United States—China 
launched an incursion into the region in early 1979. The battle lines were 
now clearly drawn, with the USSR and Vietnem on one side and the 
United States and China on the other. 

The remaining element, which was to engage the U.S. further, was the 
role of the noncommunist Southeast Asian states. Most of these states— 
Indonesia, Malaysia, the Philippines, Singapore, and Thailand (and Brunei 
since January 1984), leaving out only Burma—were grouped together in 
ASEAN. This organization had been founded in 1967 following the end of 
the Sukarno regime and Jakarta’s “confrontation” campaign against 
neighboring Malaysia. During its first decade, it played a very minor role 
in the region. Faced with all of the developments in the area in the mid- 
1970s, particularly in Indochina, the grouping began to adopt a much 
more explicitly political focus. This was clearly seen in ASEAN’s first 
head of state summit held in Bali in early 1976. The 1978-79 events in 
Indochina further galvanized the organization into action and it emerged 
as the leading spokesman against Hanoi’s occupation of Kampuchea. 
Since 1979, ASEAN’s unity and its political profile have both grown as it 
has led the struggle in the United Nations and in the region to force a 
Vietnamese withdrawal and to promote self-determination for the Khmer 
people. 

A further word needs to be said about the diversity of noncommunist 
Southeast Asia as a focus for U.S. policies. Neither Burma, a neutral and 
largely isolated and inactive state, nor Brunei, a brand new state, have 
been major objects of U.S. attention over the course of the past year or 
two. They are not a focus of this article, nor is the Philippines, but for 
strikingly different reasons. The U.S.-Philippine relationship is long term, 
close, and unique, one which therefore needs to be treated separately. 
Moreover, the past two years have been marked by enormous internal tur- 
moil in the Philippines, and with everything subordinated to President 
Marcos’ effort to maintain himself in power, it kas been difficult to gauge 
with any accuracy Manila’s perceptions of U.S. policy. 


2. For example, see Chin Kin Wah, “The Reawakening of U.S. Interest in Southeast 
Asia,” in K. K. Nair and Chandran Jesuhurun, eds., Southeast Asia and the Great Powers 
(Kuala Lumpur: Malaysian Economic Association, 1980), pp. 120-135. See also the reports 
of interviews in eight East Asian and Pacific countries undertaken in mid—1981 in Bernard K. 
Gordon with Lloyd R. Vasey, “Security in East Asia—Pacific,” in Charles E. Morrison, ed., 
Threats to Security in East Asia-Pacific (Lexington, Mass.; D.C. Heath, 1983), pp. 33-49. 
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Even within the four countries that are the main focus of this analysis— 
Indonesia, Malaysia, Singapore, and Thailand—there are serious divisions, 
which means that American policy faces a complex task indeed. Thailand 
and Singapore, for example, appear to be far more concerned than the 
others about the expanding naval presence of the Soviet Union in the 
Asian region. Indonesia and Malaysia tend to downplay the threat that 
this represents and the gap between these four states on this issue is sub- 
stantial. By the same token, Bangkok and Singapore are far more strident 
than Jakarta or Kuala Lumpur in calling for an increased and reliable U.S. 
commitment to counter the growing Soviet capability. The latter two, 
while not rejecting the need for a U.S. presence altogether, are somewhat 
more ambivalent, still seeking a reduced superpower naval presence in the 
interests of some kind of “zone of peace.” On the Kampuchean issue, to 
take another important example, a broad consensus exists among all six 
ASEAN members on the nature of the problem and what needs to be done 
about it; but here again there are fundamental differences in perception 
that cannot be made to disappear by the broad range of agreement. Thai- 
land and Singapore are far more concerned with the threat from Vietnam 
as well as the Soviet menace they see lurking behind it—and manipulating 
it—than are Indonesia and Malaysia; the latter two are inclined to see the 
long-term threat to the region and to their own future emanating from 
China rather than Vietnam. Such differences in perspective, despite 
ASEAN efforts to present a “united front” to the outside world, naturally 
lead to differing policy prescriptions and to varying expectations of the role 
the United States should be playing in the issues crucial to the region. 


Areas of Difference in Perception 
There are a number of issue areas where important, and often overlapping, 
differences in perception between the United States and various of the 
ASEAN states exist. These include: (1) the degree of U.S. commitment to 
Southeast Asia; (2) motivations behind U.S. policy; (3) nature of the Soviet 
“threat”; and (4) Sino-U.S. ties and Chinese policy. 


U.S. COMMITMENT TO SOUTHEAST ASIA 
In general, from the perspective of Southeast Asian governing elites, the 
U.S. role in Asia and the Pacific remains somewhat unclear. Despite re- 
newed American interest in the area in general, and Southeast Asia more 
specifically, there is a pervasive unease among the ASEAN states as to the 
long-term nature of Washington’s commitment. There is, moreover, a sus- 
picion that the U.S. itself does not have a clear conception of its role, inter- 
ests, and policies. America’s recent lack of involvement in the region is 
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not perceived as having been unalterably reversed by new interest since 
1978. U.S. objectives in the region do not appear to be well defined, its 
behavior is far from predictable, and its credibility is thus in doubt. How 
reliable is Washington as a defender of the ASEAN region against outside 
powers, or “inside” ones such as Vietnam? In general, the states of 
ASEAN look for a clearly expressed and explicit U.S. commitment to the 
region. 

Certainly there are ambiguities in the Southeast Asian perceptions. 
Some of these could be seen in the context of the regional reaction to Presi- 
dent Reagan’s visit to East Asia in November 1983. There was broad ap- 
proval of the visit—-one analyst in Malaysia’s New Straits Times wrote that 
the visit “shows a commitment to Asia’s defense”*—-and general discou- 
ragement when the Southeast Asian part of the itinerary (to include the 
Philippines, Indonesia, and Thailand) was dropped in the wake of the 
Aquino assassination in Manila. Yet there was also concern that the visit 
would serve to harden the already rigid divisions among states in the re- 
gion. In Indonesia, for instance, the president’s cancellation received a 
mixed reaction: top defense officials, who favored closer U.S. ties, were 
discouraged, while others, perhaps including Foreign Ministry officials 
who sought to maintain some balance in Indonesia’s alignment among the 
superpowers, were relieved. This latter group had tried—unsuccessfully— 
to secure an invitation for Jakarta’s Foreign Minister, Mochtar Kusumaat- 
madja, to visit Moscow prior to Reagan’s visit as a way of showing Indone- 
sia’s support for East-West balance. In any case, Mochtar was consistent 
in stressing prior to the U.S. president’s planned visit that talks would 
center not on political and military issues but rather on bilateral economic 
relations.* 

Questions about the degree of U.S. commitment to the interests of the 
region and its overall role have also been reflected in generalized concerns 
over American “neglect” or disinclination to accord a high enough prior- 
ity to its policies toward the Southeast Asian states. For example, Jakarta 
reacted with displeasure when Washington tried to soothe Indonesian feel- 
ings by tacking a Reagan visit there onto his 1984 visit to China. This was 
perceived in Jakarta as an afterthought and the Suharto regime had no 
interest in being treated that way.° Charges of neglect have been a recur- 
rent theme in the Malaysian outlook as well. In the analysis of one polit- 
ical reporter, “the Washington establishment seems to have misinterpreted 
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Malaysia’s historical desire for low-profile ties with the U.S. as giving them 
the right to put Malaysia on low-priority.”© When Deputy Prime Minister 
Datuk Musa Hitam visited the United States in October 1983, he told the 
Council on Foreign Relations in New York that Malaysia would “like to 
think that you think Malaysia is important to you. But we don’t get that 
impression.”’ Washington has made various attempts to reassure Kuala 
Lumpur that Malaysia is not taken for granted. Perhaps the most signifi- 
cant step was the appointment of a highly qualified diplomat, Thomas 
Shoesmith, as ambassador to Malaysia in October 1983. Although this 
was perceived in Kuala Lumpur as indicating that “Washington now at- 
taches greater importance to its relationship with Malaysia,’’® there have 
been signs of the persistence of the problem through 1984. Most obvious 
of these was the announcement by the Malaysian government in mid-1984 
that it was interested in purchasing military equipment, specifically heli- 
copters, from the Soviet Union, a move seen both inside and outside the 
country as a warning to the U.S. because of its indifference and insensitiv- 
ity to Malaysia’s trading and regional security concerns.? 


U.S. MOTIVATIONS 

While Southeast Asians generally look with favor on the greater interest in 
the region which the Reagan administration has enunciated and also on its 
greater commitment to the enhancement and maintenance of U.S. military 
strength, there are persistent questions about the motivations behind these 
American postures. How is U.S. policy being defined? Are these changes 
that are relevant to the region simply based on a narrow anticommunist 
focus? The point is that the political leaderships in Southeast Asian coun- 
tries have no desire to be pawns in an American crusade against the USSR 
or Vietnam. They ask what will become of American interest in and com- 
mitment to the area if the U.S.-Soviet conflict finds other, more important 
arenas? 

Related to these concerns is a corollary that involves the nature of the 
threat to the region and, consequently, the kind of response that ought to 
be made to it.!° The overall assessment of threat to the region seems to be 
lower in Southeast Asia than it 1s in the United States. Moreover, there is 
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a basic difference in the perception of the nature of the threat. While 
Washington tends to see the dangers to the Southeast Asian states princi- 
pally in military and security terms, the local elites themselves are far more 
inclined to perceive threats in economic and internal terms. As Gordon 
and Vasey recently reported: 


Although it may therefore [given the history of U.S. involvement in East Asia: 
the Korean War, the establishment of SEATO, the war in Vietnam] be under- 
standable that Americans approach East Asia with security issues foremost in 
their thinking, it is also evident that Asians themselves do not. One of the most 
striking findings of the study tour is that security issues do not have high sali- 
ence among Asian leaders. This is noteworthy, given that almost all the discus- 
sions were with people for whom military and foreign affairs are in one way or 
another a professional responsibility. Had we met with officials involved in 
more clearly domestic areas of public policy, security threats would certainly 
have been even more remote from their perspectives. t? 


Given these differences in perception of the threats to the Southeast 
Asian states, it is hardly surprising that there would be differences in pre- 
scriptions of how to respond to them. From the local perspective, the 
United States tends to apply, rather indiscriminately, military solutions. 
For many, the days of multilateral military alliances such as SEATO, bi- 
lateral military ties such as those with Bangkok and Manila under the Ma- 
nila Pact, and even U.S. base rights such as those in the Philippines are 
over or at least numbered. Southeast Asian governments see economic 
development programs as the major response to what are basically internal 
and political problems. Thus, while these leaderships applaud any signs of 
a greater American military commitment to defend their regimes, they 
also do not want this support limited exclusively to the military sphere or 
to external threats. U.S. assistance is needed—but is useful only up to a 
point—in internal and especially economic arenas. These are areas, of 
course, where the U.S. contribution must in fact be limited and where the 
effectiveness in dealing with the threat rests with the actions of the regimes 
themselves. 


a 


THE SOVIET THREAT 
Some further differences in perception between the United States and 
ASEAN are evident when we look at the nature of the external threat to 
this region—that is, at the American perception that the danger emanates 
primarily from the USSR. The ASEAN states do share to some degree 
Washington’s concern with the growing presence of the Soviet Union in 


11. Gordon and Vasey, “Security in East Asia-Pacific,” p. 35. 
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Southeast Asia. There is an apprehension regarding both the expansion of 
Soviet military power and the potential for the expansion of Soviet influ- 
ence by means of that military capability and through its ally or “client,” 
Vietnam. There is frequent commentary in the Southeast Asian media re- 
garding the size of Soviet deployments in the Pacific, and there was, for 
example, a general stirring in the region when a second Soviet aircraft car- 
rier, the Novorossiysk, entered the Pacific through the Straits of Malacca 
early in 1984. Thailand especially has reacted strongly to evidence of the 
buildup of the Soviet presence, such as basing TU-16 bombers and TU-95 
reconaissance aircraft at the Cam Ranh Bay base originally developed by 
the United States in Vietnam. 

Washington seemingly has done all it can to impress upon Southeast 
Asians the magnitude and danger of this Soviet buildup. Secretary of De- 
fense Caspar Weinberger made a five-nation tour through Asia—including 
stops in Singapore, Thailand, and Indonesia—in August-September 1982 
to promise American military support to Asia in the face of the “increas- 
ing Soviet threat through Vietnam.”!* A little over a year later, the U.S. 
Assistant Secretary of Defense, Richard Armitage, was warning the Bang- 
kok Post correspondent in Washington that Southeast Asians should be 
wary of the “dramatic expansion” of Soviet military power in the region, 
the “clear evidence” of Vietnam’s expansionist designs, and Moscow’s 
“single-minded dedication to hegemony.’’!? 

There is little evidence that the ASEAN leaderships have supported the 
extreme form of these American contentions. Indeed, the prevailing 
Southeast Asian point of view seems to be that the United States, particu- 
larly under the administration of Ronald Reagan, greatly overemphasizes 
the Soviet threat. Washington is seen to have a “fixation” on the USSR, to 
attribute far too much of the responsibility for U.S. difficulties and global 
troubles to the Russians, and to have a world outlook that is oversimplified 
in its harsh anti-Sovietism. A common view from the ASEAN capitals 
seems to be that Southeast Asia “is so low on the list of Soviet areas of 
interest as not to warrant major concern as a threat.”!4 

One particularly insightful example of this reaction to U.S. policy was 
provided by a Soviet specialist at Indonesia’s Centre for Strategic and In- 
ternational Studies in Jakarta. Sudjati Djiwandono’s analysis, published in 
an English-language daily, was explicit about U.S.-Southeast Asian differ- 
ences on perception of the Soviet Union’s threat to the region: 
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Geographically, Southeast Asia is not and will never be a vital link for Soviet 
security. This region has become important to the Soviets because of the pres- 
ence of other big powers such as the United States, Japan and China. It is 
understandable that the Soviet Union makes its presence in this region felt 
through Vietnam. 


The Soviet power in the Pacific is not intended to go against us but to counter 
the U.S. military might in this region which the Soviets consider a threat to 
their security. If we favor President Reagan’s call and enter into an alliance 
with the United States, the threats then become real because naturally the Soviet 
Union will consider us a U.S. ally.!° 


Various U.S. envoys, in particular Washington’s ambassador to the United 
Nations, Jeane Kirkpatrick, have journeyed through the region denying 
any such attempt by the Reagan administration to “line up” ASEAN 
states against the USSR. During her stop in Kuala Kumpur in May 1984, 
for instance, she spent a good deal of time boti pointing out the large 
military buildup in the region and denying that the Reagan administration 
had a “cold war” mentality vis-a-vis the Soviet Union.'® 

On one level, this is a significant difference in rhetoric, emphasis, and 
world view between the United States and the countries of ASEAN. It is 
also much more than that as it has serious policy ramifications as well. 
One effect is to rigidify U.S. policy on the Indockina issue. This is a com- 
plex problem, to say the least. On the one hand, the Southeast Asians 
appreciate American willingness to let ASEAN take the lead while the 
U.S. lends strong backing in the United Nations and other forums.” They 
were pleased by Washington’s agreement, after pressuring from ASEAN, 
to double financial assistance to the resistance forces in Kampuchea,!® and 
were even more pleased by Washington’s agreement in April to no longer 
rule out military assistance. On the other hand, ASEAN does not want 
the opportunity for change to be restricted, and diplomatic efforts, at least 
by Indonesia, continue. Foreign Minister Mochtar recently visited Hanoi, 
and in April a high level Vietnamese military delzgation, led by the minis- 
ter of defense, paid a goodwill visit to Indonesia. While there are divisions 
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within ASEAN on this issue, there is little sentiment to support what ap- 
pears to be the PRC’s position—and, apparently, Washington’s—to 
“bleed” Vietnam, or to permanently cripple it. America’s stark anti-Soviet 
focus permits precious little flexibility on the issue. Nevertheless, at the 
annual ASEAN foreign ministers’ meeting in Jakarta in July 1984, U.S. 
Secretary of State George Shultz was pressed to play a more active diplo- 
matic role. ASEAN leaders apparently told him that the Kampuchea 
problem cannot be solved until Vietnam’s security is guaranteed. Since 
this involves China, Shultz was specifically asked to raise the issue with 
Beijing. 

These particular differences in U.S.-ASEAN perceptions stem from a 
real policy dilemma for noncommunist Southeast Asians. To the extent 
that they agree with Washington that Soviet influence in Vietnam is a 
long-term threat, how best can it be reduced: by isolating Vietnam or by 
dealing with it and in some manner attempting to decrease its dependence 
on the USSR? There is a strong conviction among many in Southeast Asia 
that it is the stalemated Indochina situation that is leading to a greater 
Soviet presence; as long as Hanoi has no options, it will continue to lean 
heavily on Moscow. The more this growing Soviet power is projected, the 
more it will heighten tension and increasingly risk provoking a counter- 
move by the Chinese. There is indeed a good deal of maneuvering just 
below the surface within ASEAN on this issue. Some in Indonesia have 
called for Soviet involvement in a settlement in Indochina, and Foreign 
Minister Mochtar’s visit to Moscow in April attempted unsuccessfully to 
begin that process. Even Thailand has asserted its willingness to recognize 
the Soviets as a legitimate player in the region: Bangkok’s deputy prime 
minister, while in Jakarta in March 1984, admitted that “the Soviet Union 
as a superpower has a role to play in resolving the Kampuchean prob- 
lem.” 9 

Finally, there are additional ramifications on a broader level of these 
perceptual differences. For one, any enemy of the USSR seems to be auto- 
matically embraced as a bosom friend by the United States. This is partic- 
ularly worrisome for many in ASEAN as it concerns China, as will be 
discussed below. Few in the region are comfortable with the escalating 
“cold war” between Washington and Moscow, seeing the accelerated arms 
race and heightened tensions as threats to world peace. Relatedly, there 
are fears that such tensions could lead to missteps or misperceptions that 
would exacerbate Asia’s tensions and bring greater conflict to the region. 
The current situation where the superpowers can hardly talk to one an- 
other at all is naturally seen to preclude the possibility of their helping to 
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negotiate some kind of resolution to regional crises, such as in Afghanistan 
and, particularly, Kampuchea. Finally, there is always the possibility that 
the U.S. might squander its new resolve and its refurbished capabilities in 
some conflict of marginal importance, leading to its not being available for 
a more legitimate—that is, relevant to ASEAN’s interests—commitment 
of ifs power. 


SINO-U.S. TIES AND CHINESE POLICY 
There are differences among the ASEAN states themselves and between 
them and the United States in the perception of China’s future role in 
Southeast Asia. While no state is completely sanguine about Beijing’s po- 
tential posture and behavior, certain ASEAN states are much more in- 
clined to subordinate their concern for the future to their perceived needs 
of the present. Thailand and Singapore, for example, see the present value, 
if not necessity, of maintaining Chinese support against Vietnamese expan- 
sionism and Soviet designs. Indonesia and Malaysia, on the other hand, 
also see that value but worry more about the PRC as the most significant 
long-term threat to their security. To a large extent, this is due to the 
history of Chinese involvement in those two countries: the PRC’s past and 
continuing support for their Communist parties, the PKI and the CPM, 
and the very touchy ethnic situation involving local Chinese in both states. 

The ASEAN states, again particularly Indonesia and Malaysia, have 
been vocal in warning Washington to be cautious, to exercise skepticism 
about some aspects of Chinese policy, and to avoid providing U.S. support 
for the PRC, for instance on the Indochina question, just because China is 
taking an anti-Soviet position. This has been an area where the policies of 
the Reagan administration have been viewed as largely positive in South- 
east Asia. Under the Carter administration, there was far more talk 
among U.S. policy makers of America’s playing of the “China card” and 
the development of a “strategic partnership” between the U.S. and the 
PRC. These indications of a solidifying “axis” between Washington and 
Beijing were viewed with apprehension in Southeast Asia. This apprehen- 
sion has been greatly relieved by the Reagan administration’s policy of 
“greater realism” toward China. Its attention to Taiwan and the conse- 
quent cooling of Sino-U.S. ties was treated favorably by ASEAN and was 
far less disquieting, especially in Jakarta and Kuala Lumpur, than U.S. 
policy had been at the end of the 1970s. 

Nevertheless, ASEAN concern continues to be evident whenever negoti- 
ations between China and the United States seem to indicate progress to- 
ward significant American economic, technical, or, in particular, military 
assistance to the PRC. The U.S. visit in January 1984 of Chinese Premier 


ROBERT C. HORN 689 


Zhao Ziyang was followed very attentively in Southeast Asia. There was 
general relief throughout the region as evidence accumulated that the talks 
had focused on China’s economic modernization and economic coopera- 
tion between the two rather than on the “anti-Soviet coalition” or military 
assistance.*° Still, the apprehensions that lingered were substantial enough 
for the Malaysian prime minister, Datuk Seri Mahathir Mohamad, on his 
trip to Washington close on the heels of Zhao’s visit, to raise the issue with 
President Reagan. Dr. Mahathir discussed strategic matters as a “‘princi- 
pal item” with the United States, taking care to express Malaysia’s—and 
Indonesia’s—fears that the U.S. might aid China’s military potential be- 
yond merely the defense of its own borders. He pressed U.S. leaders to 
give due consideration to ASEAN’s security.?! 

The strengthening of Sino-American ties in 1984—Zhao’s visit was fol- 
lowed by President Reagan’s trip to the PRC at the end of April between 
visits to the United States by two high-powered Chinese military delega- 
tions, the second one led by China’s minister of defense—has created in- 
creased discomfort in Indonesia and Malaysia. An Indonesian analyst 
warned during Reagan’s China visit that relations between Indonesia and 
the U.S. were likely to deteriorate if Washington strengthened its ties with 
Beijing. Echoing statements by Indonesia’s armed forces Commander 
Gen. Benny Murdani that Jakarta had no intention of following Washing- 
ton in a rapprochement policy toward Beijing, he pointed out that “China 
is potentially more dangerous than the Soviet Union because traditionally 
China has had influence in this region. It is not surprising if China feels 
justified to claim Southeast Asia as its sphere of influence.”?? As if in 
response, U.S. Vice President George Bush journeyed to Jakarta less than 
two weeks later to attempt to assure President Suharto that U.S. relations 
with Beijing would not harm Washington’s ties with ASEAN. The In- 
donesians presented their perceptions and seemed to remain unconvinced 
by Bush’s reassurances.?3 Jeane Kirkpatrick’s Malaysia visit provided 
more evidence of the same differences in perception. Malaysian Foreign 
Minister Tan Sri Ghazali Shafie told her that Washington must avoid giv- 
ing the impression that it has assigned China the role of “restraining” the 
Soviet Union in Asia. He said that the U.S. perception of China as a re- 
gional policeman needs to be adjusted in light of the PRC’s historical rec- 
ord of supporting subversive activities in Southeast Asia. Despite 
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Kirkpatrick’s denials, the Malaysians felt little better about the issue when 
she departed. 

The twelve-day visit of Chinese Defense Minister Zhang Aiping to the 
United States in June and the military sales agreements that were signed?+ 
caused considerable concern in ASEAN, particularly in Kuala Lumpur 
and Jakarta. One of the key questions of military transactions from the 
Southeast Asian perspective will be the kinds of weapons supplied by the 
U.S. side. Defensive weapons are viewed as acceptable—the. Sino-U:S. 
agreements reportedly have concentrated on anti-tank missiles, short- 
range air defense missiles, radar, and high-technology computers—and, in 
the words of one ASEAN leader, so are “tanks, or strategic weapons for 
that matter.” What worries that leader and others in the region the most 
is that Washington might provide the Chinese “with M-16s and other 
small equipment that will find its way down here in the hands of local 
insurgents.”*> When Secretary Shultz passed through the Malaysian capi- 
tal on his way to Jakarta for the ASEAN meeting, Malaysian Prime Minis- 
ter Mahathir reminded him again of the threat that China represented to 
Southeast Asia. Beijing has not broken its ties to the local Communist 
Party and is still a security threat, he argued. Moreover, the danger from 
China will increase as the country’s economy improves with American aid 
and assistance.® 


Conclusion 

These serious differences between the United States and the ASEAN states 
in the perception of the political and strategic issues currently confronting 
the Southeast Asian region should not overshadow the extensive areas of 
agreement between them. There is a wide similarity in world views be- 
tween Washington and the ASEAN capitals, and there is also a broad co- 
incidence of interests between them. Many of the differences discussed 
here are relatively “fine points” at issue in an otherwise reasonably solid 
set of bilateral relationships. 

These differences also ought not erase from our consciousness the very 
substantial economic relationship existing between the two sides. 
Although there are serious issues here again, as mentioned earlier, the 
quantity and quality of U.S.-ASEAN trade (some 15-16% of the organiza- 
tion’s total trade is with the United States) and private American invest- 
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ment in the region have created fundamental ties that can be strained but 
will be difficult to rupture.?’ 

It is inevitable that certain perceptual differences would exist between 
the United States and a group of Third World states such as those in 
ASEAN. The needs and outlooks are different, for one thing, between 
large and small powers. Moreover, the U.S. does not “live” in the area, 
that is, it is not located in China’s backyard, as are the ASEAN states. 
Domestic factors in both countries help to shape perception, from Vietnam 
war scars and electoral anti-Sovietism in the United States to a fear of 
ethnic Chinese communities in countries like Indonesia and Malaysia. 
Given all of that it is perhaps surprising that the differences in perception 
are not more pronounced. 

Nevertheless, these differences are significant enough to cause serious 
problems in U.S. foreign policy in Asia if they are allowed to widen and/or 
deepen. Lines of communication must be kept open and attention must be 
paid in Washington to assessing just how Southeast Asian perceptions dif- 
fer from American ones. Washington has shown itself sensitive to continu- 
ing the dialogue—witness all the visits to Southeast Asia in 1984—but 
some Southeast Asians, particularly those in Kuala Lumpur and Jakarta, 
seem to have become a good deal more outspoken over the course of the 
past year or so. Both sides need to clarify just what it expects, wants, and 
needs from the other and then each must accurately perceive the other’s 
position. While the prognosis for U.S.-ASEAN relations may be relatively 
optimistic, perhaps not all of the symptoms have yet been brought to light; 
and what symptoms we can see clearly have the potential to be disruptive 
to U.S.-ASEAN relations and to American foreign policy goals in South- 
east Asia and Asia as a whole. For as Kuala Lumpur’s New Straits Times 
editorialized on the occasion of Ambassador Kirkpatrick’s visit, times 
were changing as “‘the smaller nations of the world increasingly discover a 
way to play ball with the giants, on the same court.” In short, it said 
catchily, “A revolution of history’s ballboys is now underway.” U.S. 
perceptions and policies will have to keep pace with these changes. 
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THE “VENTURE BOOM” AND 
JAPANESE INDUSTRIAL POLICY- 


Promoting the Neglected Winners 


, Akihiro Yoshikawa and Brian Woodall 





Smail is Beautiful 

Industrially advanced countries are just now begin- 
ning to realize that the promotion of smaller enterprises—including the so- 
called venture businesses—is indispensable to the maintenance of a flexible 
economic structure. In Japan, smaller enterprises constitute a significant — 
proportion of the economy, accounting for 71.9% of employed workers 
and 99.5% of all business establishments in the manufacturing sector in 
1980.! In the context of past industrial policy, smaller enterprises were 
regarded as the weak link in Japan’s economic structure, and the big dis- 
parity in productivity between them and large-scale enterprises inspired 
the term “dual structure” to describe the economy. Today, however, 
smaller enterprises are referred to as the “vital majority” and, because of 
their maneuverability and flexibility, have come to play a significant role in 
the economy. They have become competitive factors and their importance 
is likely to continue to increase in the future, especially as they contribute 
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to the creation of the “knowledge intensive” industrial structure envi- 
sioned by Japan’s economic policy makers. 

This article proposes to add a new item to the ongoing debate over Japa- 
nese industrial policy, a debate that is currently the object of widespread 
attention in the West.2 By examining the largely unexplored area of Japa- 
nese industrial policy toward smaller enterprises and venture business, it is 
possible to get a sense of the changes, both past and current, affecting the 
essential nature of Japanese industrial policy. Indeed, recent changes in 
the domestic and international economic environments have exposed the 
limits of the policy “package” by which the Japanese government at- 
tempted to orchestrate development from the mid-1950s to the mid-1970s. 
Thus, the increased policy emphasis on smaller enterprises as vital and 
important contributors to the economic well-being of the country is an 
indication that Japan is moving toward a more flexible and better balanced 
industrial policy. 

Our main objectives in this essay are threefold. First, we shall outline 
the theoretical flaws—the economic “cost side’—in Japan’s “high- 
growth” industrial policy in light of the changed economic conditions of a 
post-oil crisis environment. Second, we present an overview of the chang- 
ing complexion of Japanese industrial policy, particularly with regard to 
its increased emphasis on smaller enterprises and venture businesses. Fi- 
nally, we conclude with a word of warning for Western policy makers who 
may be considering emulation of past Japanese industrial policy in their 
own countries. 


Japan’s “High-growth” Industrial Policy 

and its Limits 
In recent years the subject of Japanese industrial policy has, at once, been 
the object of ferocious criticism and almost dreamy-eyed admiration in 
Western academic, policy-making, and business circles. There is, however, 
much confusion as to what the general term “industrial policy” actually 
means. Broadly defined, industrial policies are government activities that 
directly relate to the development and adjustment of various industries in a 
national economy in order to enhance global competitiveness. According 
to Chalmers Johnson, industrial policy “involves the specific recognition 


2. For several recent treatments of the industrial policy debate, see Chalmers Johnson 
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ter 1985, pp. 65-80; and John Zysman and Laura Tyson, et al., U.S. and Japanese Trade and 
Industrial Policies (Berkeley: Berkeley Roundtable on the International Economy, March 
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that all government measures—taxes, licenses, prohibitions, regulations— 
have a significant impact on the well-being or ill-health of whole sectors, 
industries, and enterprises in a market economy.”* A coherent industrial 
policy “package” is, therefore, the government’s explicit attempt to coordi- 
nate its own multifarious activities and expenditures and to reform them 
using as a basic criterion for success the achievement of dynamic compara- 
tive advantage for the national economy.* Testimony to the effectiveness 
of Japan’s formulation and implementation of a coherent industrial policy 
package is witnessed in the country’s remarkable recovery from war and 
its achievement of historically unprecedented rates of growth throughout 
the postwar period. It should be borne in mind, however, that very clear 
trade-offs have accompanied the spectacular successes that make up the 
Japanese economic miracle. 


JAPAN'S HIGH-SPEED GROWTH STRATEGY 

The basic theoretical underpinning of Japan’s high-speed growth “model” 
was the notion that economic growth could be promoted by anticipating 
an efficient allocation of resources that would be dynamic rather than 
static and whose criterion would be world, not just domestic, prices. In 
order to realize this end, certain key industries were designated as essential 
for preferential treatment. Notable Japanese successes have included ship- 
building, steel, and automobiles in the 1960s and semiconductors in the 
late 1970s. Economic growth was promoted through a comprehensive, co- 
ordinated policy package, with industrial policy conducted in a generally 
conducive and supportive domestic environment. However, the constantly 
changing complexion of industrial policy should not be forgotten; Japanese 
industrial policy was protectionist throughout the 1950s and 1960s, and 
today it is oriented toward free trade and the irternationalization of Ja- 
pan’s economy. 

The basic goal of Japanese “high-growth”—or “ideal typical” industrial 
policy—was, as Hugh Patrick observes, “to create the productive capacity 
for rapid growth by accelerating the transfer of resources to the major 
industries of the future, while smoothing the process of decline for uncom- 
petitive industries.”> In this regard, finance and credit policies in support 


3. Chalmers Johnson, “Introduction: The Idea of Industrial Policy,” in Johnson (ed.), 
The Industrial Policy Debate, p. 6. 

4. Ibid., p. 12. For a detailed discussion of the notion of “created comparative advantage,” 
see John Zysman and Laura Tyson, American Industry in International Competition (Ithaca: 
Cornell University Press, 1983), pp. 15~59. 

5. Hugh Patrick, “Industrial Policy, Economic Growth and Competitiveness of U.S. In- 
dustries,” prepared statement for the Joint Economic Committee hearing, July 1983, p. 5. 
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of industrial policy played a crucial role. By intentionally directing the 
private sector flow of funds toward targeted activities and industries 
through regular and macroeconomic policy measures, and through direct 
lending via various public institutions, the Japanese government was able 
to channel resources to strategic industries.© Industries singled out for 
nurturing have generally included those of significant size through which 
Japan could achieve further comparative advantage as the relative supplies 
and costs of factors of production changed with domestic and evolving 
international conditions, and as learning-curve economies were realized. 
This ideal typical model of Japanese industrial policy has been correctly 
credited with playing a pivotal role in facilitating and expediting the crea- 
tion of an industrial structure favoring large-scale enterprises and weighted 
toward heavy and petrochemical industries—an achievement that served 
as the springboard for Japan’s era of high-speed growth.’ 

It should be noted, however, that this policy package was purposely 
fashioned to favor “‘strategic” large firms over smaller ones by insuring an 
adequate supply of low-cost capital for large-scale industrial borrowers. 
This form of credit rationing was possible only because, until recently, cap- 
ital was in relatively scarce supply in Japan.® Interest rates were set at 
artificially low levels by the government, and the flow of capital was con- 
trolled in order that firms in strategic industries could be assured of suffi- 
cient funds for expansion. Moreover, the Japanese government used 
“policy loans” as an important tool of industrial policy. Even though the 
absolute size of these loans issued by the Japan Development Bank were 
quite small, their overall impact was very significant inasmuch as the city 
banks viewed them as “divine signals” of government intentions. There- 
fore, all loans to strategic industries were implicitly guaranteed by the gov- 
ernment—which served as a sort of “guarantor of last resort”—and the 


6. On the question of alleged government manipulation of the financial system for pur- 
poses of industrial policy, see John Zysman, Governments, Markets, and Growth: Financial 
Systems and the Politics of Industrial Change (Ithaca, N.Y.: Cornell University Press, 1983). 
Note that the actual extent and effect of past government intervention in the financial market 
is debatable. The current trend toward deregulation of the financial system raises interesting 
questions regarding the efficacy of similar patterns of intervention in the future. 

7. This point is argued in Chalmers Johnson, MITI and the Japanese Miracle: The Growth 
of Industrial Policy, 1925-1975 (Stanford: Stanford University Press, 1982), p. 31 and pas- 
sim; and Nakamura Takafusa, The Postwar Japanese Economy: Its Development and Struc- 
ture (Tokyo: University of Tokyo Press, 1981), p. 122. 

8. For an overview of Japanese financial policy, see Suzuki Yoshi, Money and Banking in 
Contemporary Japan (New Haven: Yale University Press, 1980). 
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system created as a result of these government controls has come to be 
known as the “overloading structure.’’? 

Until the mid-1970s the performance of the small, elite corps of large- 
scale favorites may well have justified their preferential treatment. Yet the 
changed conditions—both domestic and international—in the wake of the 
1973 oil crisis have revealed the limits of Japan’s high-speed growth poli- 
cies, and have called into question the theoretical rationale for such an 
industrial policy strategy. In the future, as one astute observer notes, Ja- 
pan’s high-growth industrial policies are likely to prove less workable and 
less beneficial to the national interest, except possibly in those industries in 
which the benefits of decreasing long-run average cost might remain. !° 


DIFFICULTIES FOR TRADITIONAL JAPANESE- 

STYLE INDUSTRIAL POLICY 
The post-oil crisis world has been characterized by such terms as “slow 
growth” and “zero-sum society,” and the new realities these terms de- 
scribe have brought with them fundamental changes in the industrial or- 
ganization of Japan. In the past decade, the share of total production and 
employment for primary industries has declined sharply, while there has 
been a dramatic rise in those same categories for the country’s tertiary 
industries. Even more significant, perhaps, have been the drastic changes 
that have taken place in the composition of Japan’s secondarv industries, 
where long-time strategic sectors such as steel and petrochemicals have 
declined, and a new group of high-growth industries such as computers 
and semiconductors—the high-technology industries—have assumed a 
place of much greater prominence.!! 


9. The existence of a hierarchy of banks operating in clearly demarcated territories meant 
that the larger national banks could borrow money more cheaply and lend it cheaply to their 
large corporate clients, while smaller regional banks had to pay more for their deposits and 
borrowings and, hence, had to charge more to the smaller firms to which they lent. This 
phenomenon, and the type of two-tiered industrial structure it spawned, has come to be 
known as Japan’s “dual economy”—or, as Rodney Clark terms it, “industrial gradation.” 
See Rodney Clark, The Japanese Company (New Haven: Yale University Press, 1979), pp. 
64-75; and Organization for Economic Cooperation and Development, The Industrial Policy 
of Japan (Paris: OECD, 1972), p. 75. 

10. This view is argued in Murakami Yasusuke, “Toward a Socioinstitutional Explanation 
of Japan’s Economic Performance,” in Yamamura K.6z6, Policy and Trade Issues of the Japa- 
nese Economy: American and Japanese Perspectives (Seattle: University of Washington 
Press, 1982), p. 43. 

11. See Imai Ken’ichi, Nihon no Sangyod Shakai (Tokyo: Chikuma Shobō, 1983). 
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The Product Market 

Product-specific economies of scale can be realized in several ways: 
through specialization (with the existence of indivisibility), learning by do- 
ing, and through engineering-based scale economy. Two noteworthy ex- 
amples of product-specific economies of scale are the cases of chemical 
processing and very large scale integrated (VLSI) circuitry. In the former, 
output is directly proportional to the number of production machines, 
whereas unit cost goes up at only two-thirds the rate of increase in the 
quantity produced. A similar result has been achieved in the mass produc- 
tion of VLSI circuits in Japan, an accomplishment that has elicited no 
small amount of concern and attention in the West.! 

The existence and exploitability of scale economies was the primary mo- 
tive behind the Japanese government’s active efforts to create large-scale 
production facilities by granting subsidies and reorganizing industries. 
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Figure 1 


This is illustrated in Figure 1. In industry A, a firm with a larger produc- 
tion scale (2X) holds an advantage over its smaller competitors (X), since 
its long-run average cost of production is lower. By simply cutting its 
price, the larger firm is able to achieve a larger market share or reap a 
greater profit at any price vis-a-vis its smaller competitors. In the past, 
this simple government strategy proved effective in industries such as steel 
where minimum optimal scales run high. It is obvious, however, that if 
the average cost curve is flat—as is the case for industry B—then such a 


12. Imai, Nihon no Sangyd Shakai, p. 63; and Everette Rogers and Judith Larson, Silicon 
Valley Fever: Growth of High-Technology Culture (New York: Basic Books, 1984). It is 
important to recognize the importance of small-scale firms in Japan’s semiconductor indus- 
try. See, for example, MITI, Chusho Kigyo Hakusho (Tokyo, 1981), p. 216. 
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policy will not produce the same desired result, since simply moving to 
large-scale production does not result in any significant cost advantage 
over smaller rivals. The shape of an average cost curve varies depending 
on the industry and the technology employed; therefore, the effectiveness 
of a heavy investment strategy such as this is contingent upon the nature of 
the individual industry in question. How important are scale economies in 
the post-oil crisis world? Are scale economies as important for knowledge- 
intensive high technology industries as they are for capital-intensive indus- 
tries such as steel and petrochemicals??? And, moreover, is it wise for 
policy makers to concentrate on scale economies io the exclusion of other 
possibly crucial concerns (such as possible welfare loss from monopoliza- 
tion or diseconomies from incentive loss related to the large scale of the 
industrial units) in formulating an industrial policy that seeks to capture 
comparative advantage in a wide range of industries and sectors? These 
are questions that beg to be carefully considered in assessing the feasibility 
of pursuing a Japanese-style industrial policy approach. 

The “agony of large scale” is another trade-off that accompanies Japa- 
nese high-growth industrial policy. Even in cases where it is possible to 
realize economies of scale through expansion of production facilities, 
large-scale production may, under certain conditions, cause siructural ad- 
justment problems. After the oil crisis, for example, Japan’s heavy manu- 
facturing sectors—especially the steel and ship-building industries— 
suffered severely owing to their massive scale and inability to adjust to the 
changed conditions of a slow growth economy. Thus, the oil crisis re- 
vealed a shortcoming inherent in Japanese-style industrial policy, with its 
assumption that bigger is always better: i.e., that creating comparative ad- 
vantage through government-induced heavy investment might not be the 
best strategy at all times and for all industries. The point to be emphasized 
is that policy makers should recognize that trade-offs come with any com- 
mitment to large-scale production such as the problem of excess capacity 
that occurs when there is a shift in demand or a supply shock. These 
difficulties have become more serious in recent years, owing to the realities 
of rapid technological change and shortened product life cycles that make 
it increasingly difficult to make a long-run commitment to heavy invest- 
ment and mass production for a given industry. 


13. Several studies indicate that the advantages of economies of scale for these “new” in- 
dustries matter much less than for, say, steel or petrochemicals. See Kosai Yutaka and Ogino 
Yoshitar6, Nihon Keizai Tenbd (Tokyo: Nihon Hydron Sha, 1980), pp. 102-138; and 
‘Nakamura Hideichiro and Ishii Takemochi, Benchaa Manejimento (Tokyo: Nihon Keizai 
Shimbun Sha, 1983). 
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Yet another difficulty with Japanese-style industrial policy, one that is 
clearly seen in a market characterized by rapidly changing technology, is 
the problem of selecting strategic industries for nurturing. The complexity 
of constantly changing modern technology compounds the problems fac- 
ing government officials charged with formulating policy for the national 
economy. Given present economic realities, therefore, it is absolutely es- 
sential that government policy makers be highly responsive to and heavily 
reliant upon the market mechanisms in decisions about allocation of scarce 
resources. 


The Research and Development Market 

The product market is not the only arena in which the trade-offs inher- 
ent in a “large-investment-to-capture-market” strategy are manifested; 
problems with such a strategy are also evident in the research and develop- 
ment market. In the past, the Japanese government frequently used R&D 
as a pretext either to create large-scale firms or to reorganize the market 
structure along oligopolistic or monopolistic lines. The fundamental as- 
sumption underlying such a government policy is that there exists a posi- 
tive correlation between firm size and performance in R&D, as well as a 
positive correlation between market concentration and technological pro- 
gressiveness. Two fundamental questions are pertinent in this regard: Are 
large firms more innovative than smaller ones? And is a monopolistic or 
oligopolistic market better for technological advancement? These ques- 
tions are not identical. Large firm size does not necessarily imply the exist- 
ence of monopolistic or oligopolistic market structure—i.e., to determine 
the structure of a particular market one must consider other factors, espe- 
cially demand. 

Several factors support the view, articulated perhaps most clearly by 
Joseph Schumpeter, that large firms are more progressive than smaller 
firms and are, consequently, the rightful leaders in R&D.!> For example, 
a big firm is better able to realize economies of scale in research and devel- 
opment than is a small firm. Moreover, a big firm can afford to be more 


14. See Komiya Ryutaro, “Shihon Jiyiika no Keizaigaku” in Ekonomisuto (July 25, 1967). 

15. Joseph A. Schumpeter, Capitalism, Socialism and Democracy (New York: Harper and 
Brothers, 1942), especially the chapter entitled “Capitalism and the Process of Creative De- 
struction.” See also Edward S. Mason, “Schumpeter on Monopoly and the Large Firm,” 
Review of Economics and Statistics 33 (May 1951), pp. 139~144; John Kenneth Galbraith, 
American Capitalism: The Concept of Countervailing Power (Boston: Houghton Mifflin, 
1952), pp. 89-99; and his The New Industrial Society (Boston: Houghton Mifflin, 1967). 
Note that the entrepreneurial activities of large firms that “spin-off” innovative smaller firms 
may add some credence to the Schumpeterian thesis that innovative activities are centered in 
the large firms. 
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patient because of its “deeper pocket” (more abundant and easily obtained 
financial resources), and also can diversify the risks of R&D over several 
different products. However, smaller firms are not without their own ad- 
vantages. Their relatively small scale gives them the flexibility to respond 
to changes in technology or in demand more quickly than larger firms. 
Also, personal rewards for innovation are proportionately much greater 
for small firms. 

A close examination of the R&D activities of large firms suggests that 
they are more likely to avoid the high risks involved in the invention stage 
(stage one), and that they are inclined to wait until the innovation stage 
(stage two) to commit their resources and efforts. Therefore, more of their 
innovations tend to be process innovations, whereas product innovations 
often come from smaller firms that are willing to shoulder the risks associ- 
ated with the invention stage.!° 

The second question to be considered here is whether or not the creation 
of monopolistic or oligopolistic research and development is the most ef- 
fective way to encourage fruitful R&D activities. Opinions favoring a con- 
centrated market structure assume the existence of a positive relationship 
between performance in R&D and market structure (i.e., concentration). 
However, economic theories demonstrate that no such one-to-one relation- 
ship exists, and that activities in the R&D market are influenced by the 
structure of the commodity market as well as by types of innovation. 17 

Kenneth Arrow argues that government performs an important func- 
tion in R&D and, inasmuch as private rewards are often smaller than so- 
cial benefits, government investment is critical because in its absence R&D 


16. Edwin Mansfield, “Size of Firm, Market Structure, and Innovation,” Journal of Polit- 
ical Economy, 71 (December 1963), pp. 556-576. For an overview of this theoretical posi- 
tion, see Morton J. Kamien and Nancy L. Schwartz, “Market Structure and Innovation: A 
Survey,” Journal of Economic Literature, 13 (March 1975), pp. 1-38; and Jesse Markham, 
“Concentration: A Stimulus or Retardant to Innovation?,” in Harvey Goldschmid, et al. 
(eds.), Industrial Concentration: The New Learning (New York: Columbia University 
Center for Law and Economic Studies, 1974). 

17. Partha Dasgupta and Joseph Stiglitz, “Uncertainty, Industrial Structure and the Speed 
of R and D,” Bell Journal of Economics, 11 (Spring 1980), pp. 1-28; and their “Industrial 
Structure and the Nature of Innovative Activity,” Economic Journal, 90 (June 1980), pp. 
266-293. See also Glenn Loury, “Market Structure and Innovation,” Quarterly Journal of 
Economics, 93 (August 1979), pp. 395-410; Tom Lee and Louis L. Wilde, “Market Structure 
and Innovation—-A Reformulation,” Quarterly Journal of Economics, 94 (March 1980), pp. 
429-436. Oliver Williamson demonstrated in an empirical study that there is no positive 
correlation between concentration and R&D performance; in fact, his findings revealed that 
the relative innovative performance of the four largest firms in his study was negative. See his 
“Innovation and Market Structure,” Journal of Political Economy, 73 (1965), pp. 67-73. 
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investment would be less than socially optimal.!® With the existence of 
some positive externalities as well as the possibility of market failure, there 
is a strong case in favor of government involvement in research and devel- 
opment. Moreover, because of the public goods character of R&D, active 
government leadership may be essential in order to avoid the inefficiency 
of overlapping (duplicative) R&D spending. We would argue, therefore, 
that it should be the government’s responsibility to fashion the institu- 
tional capability to facilitate the efficient allocation of resources to indus- 
tries—such as the computer-related high technology industries—with 
obvious strategic importance and far-reaching implications for the entire 
economy. Moreover, for countries at the technological frontier—such as 
the United States and Japan—there is no technological trailblazer to look 
to, and a “follower strategy” is not feasible. Such being the case, it is 
doubly imperative that government design and implement market-con- 
forming methods of intervention in the economy and at the same time 
attempt, if at all possible, to remain insulated from the conflicting demands 
of special interest groups. 


The Changing Complexion of Japanese 

Industrial Policy 
Having discussed some of the theoretical flaws and undesirable by-prod- 
ucts of traditional Japanese-style industrial policy, we have noted that 
there is no compelling evidence to support the alleged strength of econo- 
mies of scale in R&D, nor is there an unassailable case for the bigger-is- 
always-better proposition in certain product markets. At the same time, 
there has been a pronounced shift in industrial structure in the post-oil 
crisis world, with the trend leading away from the traditionally strategic 
heavy and manufacturing sectors toward newly developing high technol- 
ogy industries that require relatively smaller scale economies, Rapidly 
changing technology is opening market opportunities for new entrants, 
and these new technologies and innovations have enabled smaller enter- 
prises to compete effectively in certain industrial settings with larger 


18. Kenneth J. Arrow, “Economic Welfare and Allocation of Resources for Invention,” in 
National Bureau of Economic Research, The Rate and Direction of Inventive Activity: Eco- 
nomic and Social Factors (Princeton, N.J.: Princeton University Press, 1962), pp. 609-626. 
See also Jack Hirshleifer, “The Private and Social Value of Information and Reward to In- 
ventive Activity,” American Economic Review, 61 (September 1971), pp. 561-574; and Edwin 
Mansfield, et al., “Social and Private Rates of Return From Industrial Innovation,” Quarterly 
Journal of Economics, 91 (May 1977), pp. 221-240. 
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firms.!? With the advantages of maneuverability and flexibility, many of 
Japan’s ambitious small and medium-sized firms are surviving and, indeed, 
thriving. In this regard, it should also be noted that demand for both pro- 
ducer and consumer goods is more diversified today than a decade ago. 
For example, highly technical knowledge and skill are necessary to pro- 
duce a customized industrial robot for a particular company, and this di- 
versification of demand gives small and medium enterprises a certain edge 
over larger firms that are less geared toward custom manufacturing and 
more oriented toward scale economies and mass production.?° 

In fact, many “winners” have already emerged from among the ranks of 
start-up companies in Japan’s high technology industries.*! In the follow- 
ing pages we focus on the changes taking place in this burgeoning new 
field, and assess changing government attitudes and policies toward 
smaller enterprises and the emerging corps of venture businesses. 


THE VENTURE BOOM AND THE LIMITS OF 

LARGE-SCALE INDUSTRIAL POLICY 
The group of rapidly growing small and medium-sized firms are sometimes 
referred to as “venture businesses.” According to Japan’s Small and Me- 
dium Enterprises Agency (Chusho Kigyo Cho) (SMEA)—an appendage 
of the Ministry of International Trade and Industry (MITI)—venture 
businesses can be defined as: (1) small and medium enterprises not yet 
listed on the stock market; (2) businesses not under the control of large 
corporations; (3) businesses using new or unique technologies; and/or 
(4) businesses under entrepreneurial management.?* With respect to a sit- 
uation of rapid technological change and new technological frontiers, these 


19. A good example of this is seen in the technological advancements in microwave tech- 
nology and satellite technology that have eroded the existence of a natural monopoly in the 
long distance telecommunication market. 

20. For an interesting overview of the various aspects of the current “venture boom,” see 
Charles Smith, “Focus: Industrial Japan ’84,” For Eastern Economic Review, 126 (December 
20, 1984), pp. 45-80. 

21. Among the successful venture businesses in integrated circuit-related industries are 
Takeda Riken Company, Deisuko, and NJS Corporation. Some other well-known examples 
include: Kyocera Corporation (fine ceramics), Sord Computer Corporation and Nihon Digi- 
tal Kenkyiijo (computers); Kangyo Denki Kiki (electronics); Takefu Industries (custom-au- 
tomated-design equipment), and Cosmo 80 (systems engineering). See Yonezawa Seihin, 
“Takumashii kusanone gijutsu kakushin no ninaite,” EXonomisuto, June 5, 1984, pp. 56-61; 
Paula Doe, ‘“Benchaa Boomu: Japanese for Venture Capital,” Electronic Business, January 
1984, pp. 98-100; and “Sord: Computer Industry’s Rising Star,” Journal of Japanese Trade 
and Industry, 3 (March/April 1984), pp. 41-43. For case studizs of eight successful venture 
businesses, see Smith, “Focus,” pp. 69-80. 

22. MITI, 1981, Chüshò Kigyo Hakusho, p. 223. 
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venture businesses can serve as a constant source of vitality for the econ- 
omy. A venture business can introduce a new product that creates a new 
demand and a new market.?? This process has been clearly demonstrated - 
by the remarkable development of the personal computer industry in both 
the United States and Japan. 

Traditional Japanese industrial policy may not simply be ineffective, it 
may well serve to impede the development of venture businesses. In the 
past, government control of financial flows was purposely biased toward 
large corporations, and this strategy produced various inefficiencies in Ja- 
pan’s financial market. As a result, bringing potential investors and small- 
scale entrepreneurs together was often difficult. Young, unproven start-up 
companies were, and in many ways still are, forced to suffer from the ef- 
fects of these inefficiencies in the financial market, while the favored big 
firms enjoyed cozy connections with city banks and the government. It 
should be noted also that the government’s financial policies tended to hin- 
der the development of an equity market in Japan and, until recently, the 
equity market that did exist was highly undeveloped and equity financing 
was limited owing to the system of bank “overloaning.”’?* Since one of the 
most attractive aspects of venture business——both for management and in- 
vestors—is to realize capital gains in stock operations, the undeveloped 
nature of Japan’s equity market may, therefore, have had a stultifying ef- 
fect on the development of venture businesses. 

In recent years, there have been noticeable changes in government atti- 
tudes toward venture business.? According to MITI’s 1983 White Paper 
on Small and Medium Enterprises in Japan, changes in the economic envi- 
ronment—notably in the demand structure and the progress of technologi- 
cal innovation—have dictated that serious attention be devoted to the 
promotion of venture business, which is regarded as a vital cog in efforts to 
reach the technological frontiers of the twenty-first century.2° In recent 
years, the Japanese government has realized the importance of venture 
business in the present era of diversified demand and rapid technological 
change. 


23. Ibid. 

24. It has been alleged that in the past the Japanese government controlled interest rates, 
keeping them artificially low in order to stimulate investment in production facilities. In 
order to finance this investment demand, city banks were obliged to make loans beyond their 
capacity. By guaranteeing loans to strategic industries, therefore, the government created 
conditions that spawned current inequilibrated financial conditions. 

25. To note the change in government attitudes toward small and medium-sized firms, one 
need only compare the tenor of official government publications in the 1960s with more re- 
cent ones. 

26. MITI, White Paper on Small and Medium Enterprises (Tokyo: MITI, 1983), p. 52. 
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The current problems confronting venture businesses in Japan are decid- 
edly different from those in the past, especially since there is a larger sup- 
ply of available capital for venture businesses.2” However, there is a 
glaring lack of experience and needed technical understanding among po- 
tential investors.2® Without sufficient technical knowledge, new venture 
capitalists may not be able to distinguish potentially successful ventures 
from obvious lemons. In Japan, the possibility of a deluge of irrational 
investment may actually hinder development of venture business, in light 
of the fact that easier access to funds coupled with insufficient pressure 
from investors could translate to mean that venture businesses may not be 
prodded to act the part of “venturer.” It should also be pointed out that 
the majority of Japanese venture capital firms are closely tied to major 
financial institutions, such as “city banks” and securities houses, whereas 
in the United States they ordinarily take the form of independent groups of 
investors.2? In this regard, it has been argued that when venture capital 
firms are controlled by large financial institutions they tend to act more 
conservatively than is the case with a system patterned after the American 
model. Japan’s venture capital firms are prone to favor venture businesses - 
that have already demonstrated some success, that is, mezzanine-type 
companies that are only a few years away from achieving stock-market 
listings, while generally being wary of new start-ups. Therefore, even 
though there is currently an abundance of capital for investment, not all 
venture businesses in various stages of development are on equal terms in 
attempting to obtain necessary investment funds. Also it should be reem- 
phasized that even though the obstacles confronting Japanese venture busi- 
nesses today are different from those of the past, many of the current 
problems—such as the inexperience of Japan’s venture capitalists—may be 


27. The excess supply of financial capital was a result of a slow growth economy and the 
reduced need to expand production facilities after the 1973 oil crisis. This raises some inter- 
esting policy implications. First, financial policy may no longer be as effective as it was in the 
past as an industrial policy tool, since manipulating financial flows no longer has the same 
impact in light of the abundance of capital in the post-oil crisis environment. And, second, it 
is easier today for aspiring venture businesses to raise capital. 

28. “Venture Capital in Japan: Scramble for Firms to Invest In,” The Oriental Economist 
(November 1983). On the problems of inexperience for Japanese investors, see Smith, “Fo- 
cus,” pp. 50-51. 

29. Japan Development Bank, “Waga kuni ni okeru benchaa kyapitaru no genjyo to 
kadai,” Chosa, 69 (March 1984). The traditionally conservative lending policy of Japanese 
banks is considered one of the main barriers to the growth of venture business in Japan. In 
this regard, regional banks—such as the Kyoto Community Bank—are taking the lead, with 
some city banks following suit, in financing new start-up companies. See Smith, “Focus,” pp. 
54-56 and 60-69. 
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partially attributed to the legacy of past government control of the finan- 
cial system.7° 

The SMEA has indicated the need to take steps to develop venture busi- 
ness in Japan. Among the areas singled out by the Agency as requiring 
future assistance are: (1) strengthening the marketing power of venture 
business; (2) development of an equity market; and (3) improved assistance 
by the Venture Enterprise Center (VEC), a special government institution 
established in 1975 to promote venture business.*! These areas are the 
focus of an emerging industrial policy for venture businesses and smaller 
enterprises in Japan. Ironically, however, these are the concerns that were 
almost totally neglected under the “bigger is better” focus of Japan’s high- 
growth industrial policy strategy. 


TOWARD A BETTER BALANCED INDUSTRIAL 

POLICY 
Because of the problems posed by lingering inefficiencies in the capital 
market and the inexperience of Japan’s venture capitalists, the government 
has enacted policies and created institutions to support the development of 
venture business. The emerging strategy for promoting venture business is 
an interesting new dimension in the policy package that has been devel- 
oped to assist Japan’s small and medium-sized enterprises. Today the set 
of policies includes precautionary measures against bankruptcy, manage- 
ment consultation services, financial assistance for modernization, and 
guidance for organizing cartels. Over the course of the postwar period, the 
emphasis in government policy toward smaller firms has gradually shifted 
from protection to cooperation with large firms, to a policy of assistance 
for modernization and improvement of the technological and managerial 
skills of existing firms, and finally to an emphasis on promoting new ven- 
ture businesses. In other words, the focus of policy has shifted from sim- 


30. It is possible that irrationality in investment decisions may prove to be a long-lived 
reality in Japan, owing in part to the legacy of the overloaning structure, wherein an invest- 
ment decision did not reflect the true cost of capital. Also the shallow roots of entrepreneur- 
ship in Japan may be partly the result of ike lack of incentives in an historically undeveloped 
equity market. Moreover, some of the problems facing Japanese venture business today are 
also explained by cultural differences between Japan and the West, such as, for example, the 
Japanese cultural bias against kuinige (meaning “eat and run,” i.e., someone seeking an easy 
windfall profit). We do not wish to oversimplify these weighty issues. However, we believe 
that it is important to point out that the much revered Japanese-style industrial policy pack- 
age did have some negative impacts on venture businesses. Policy makers should be cogni- 
zant of this fact since the dynamism of venture businesses in an economy is important in the 
current era of rapid technological advancement. 

31. MITI, 1981, Chiisho Kigyo Hakusho. 
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ply seeking to cushion the fall for troubled firms, to attempting to nurture 
promising start-up firms in growth industries. 

In this section we offer an outline of the evolving legal framework sup- 
porting Japanese industrial policy for smaller enterprises, and present an 
overview of the institutional infrastructure that has been erected to assist 
and vitalize the massive underside of Japan’s “dual economy.” 


The Evolving Legal Framework and Changing 
Government Attitudes 

Changing government attitudes have been reflected in the slow, but none- 
theless perceptible, shift in the underlying principles and objectives of Ja- 
pan’s legal framework for assisting smaller enierprises and venture 
business. In bold strokes, this evolving legal framework can be divided 
into three periods. The first postwar measures enacted by the government 
in its attempt to ameliorate the most glaring problems afflicting Japan’s 
smaller enterprises—such as the low wage levels in small business and the 
exploitation of subcontracting firms (shitauke kigyo) by large firms—took 
the form of legislation designed to allow small businesses to form coopera- 
tive associations that shared production, sales, and equipment. Their 
cartelization was also tolerated as an exception to the Antimonopoly 
Law.*2 The cooperative association system created by this legislation was 
intended to secure fair opportunities for smaller enterprises by promoting 
cooperation among entrepreneurs in their conduct of business. However, 
the main thrust of these early measures was to provide a stopgap for 
smaller enterprises in imminent danger of economic ruination, rather than 
an attempt to promote them as an important and vital part of the econ- 
omy.?3 

Beginning in 1963 with the passage of the Small and Medium Enter- 
prises Basic Law (Chiisho Kigyo Kihon Hö), the government began to 
focus its attention on the problem of small businesses’ low productivity in 
value added, owing to their technological backwardness vis-a-vis larger en- 
terprises. That law provided a framework whereby smaller firms were 
obliged to make efforts to prevent excessive competition and to rationalize 


32. Nakamura, The Postwar Japanese Economy, p. 176. Other legislation that was 
designed to encourage formation of cooperative associations included the Smaller Enterprise 
Cooperative Association Law (Chūshō Kigyo TO Kyod6 Kumiai Hö, 1949) and the Smali 
and Medium Enterprise Group Organization Law (Chiish6 Kigyo Dantai Soshiki Ho, 1957). 

33. For some critical views of these policies toward smaller enterprises, see ibid., pp. 
151-206; Nakamura Hideo, “Chisho Kigyé no Henbo” in Arisawa Hiromi, Showa Keizai 
Shi (Tokyo: Nihon Keizai Shimbun Sha, 1976), pp. 220-223; and Tatsumi Nobuharu and 
Sato Yoshio, Chusho Kigyd Ron o Manabu (Tokyo: Yuhikaku Sensho, 1976). 
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production, while, for its part, the government undertook various activities 
designed to modernize and improve such firms. In this regard, the 1963 
Small and Medium Enterprise Modernization Promotion Law (Chusho 
Kigyo Kindaika Sokushin Hö) provided for a system of funding and gov- 
ernment guidance. Yet, because of the overall state of flux naturally asso- 
ciated with the realm of smaller enterprises—particularly the relatively 
high start-up and failure rates—these “modernization promotion” mea- 
sures often did not produce the desired results. Nakamura Takafusa pin- 
points the reason for the ineffectiveness of these measures by noting that as 
long as such laws cannot check newcomers into an industry (to say noth- 
ing of the fact that it is, and should be, difficult to systematically prohibit 
or restrict new entry), they will tend to be merely stopgap measures.*+ In 
other words, this legislation merely sought to improve and protect existing 
smaller enterprises,*> when what was needed was a policy aimed at im- 
proving the system of small business finance, while at the same time pro- 
viding an environment in which venture businesses could compete on fair 
terms. 

For a variety of exogenous and endogenous reasons—notably pressure 
for financial liberalization from foreign countries and an abundance of po- 
tential venture capital in Japan—the government has taken steps since the 
mid-1970s to promote venture business start-ups. This changed attitude 
on the part of the government is reflected in a new appreciation of the 
significance and role of venture business (VB) in the economy. MITI has 
taken the lead in this promotional effort, basing its policies on the belief 
that 


the positive, determined, entrepreneurial spirit characterized by a willingness to 
take risks, which is so characteristic of VB management and of the enterprise 
itself, could be a strong stimulus to the knowledge intensification of small and 
medium-sized enterprises in general. 


Moreover, MITI asserts that 


34. Nakamura, The Postwar Japanese Economy, p. 185. Nakamura points to the case of 
Japan’s textile industry in order to demonstrate the fundamental weaknesses of the “moderni- 
zation promotion” measures. 

35. Other measures that served the purposes of improving and partially protecting existing 
industries included the Small and Medium Enterprise Promotional Association Law (Chusho 
Kigy6 Shinko Jigyodan Ho, 1967), and various measures enacted to promote the restructur- 
ing of particular industries, such as the textile industry (1967) and the traditional crafts in- 
dustry (1974). Another important piece of legislation was the 1963 Small Business 
Investment Company Law which was pushed through by MITI and modeled after the U.S. 
Small Business Act. 
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the growth of VB will mean greater economic activity. VB, in coordination 
with existing enterprises, could bring a revival and regeneration of productivity 
in existing enterprises. The growth of VB can be said to have a multiple ef- 
fect.36 


Thus, the creation of the VEC in 1975 is evidence of the changing mind-set 
of economic policy makers toward smaller enterp-ises in general and ven- 
ture business in particular. MITI and the SMEA are currently examining 
the possibility of formulating something akin to a “Venture Business Pro- 
motion Law” to be presented to the Diet during fiscal 1985. The primary 
focus of the law would be to promote start-up companies in the burgeoning 
high technology industries.3” 

Finally, mention should be made of the “technopolis” (tekunoporisu) 
plan that is currently attracting a great deal of attention both in Japan and 
abroad. According to Ishii Takemochi, chairman of the Technopolis ’90 
Construction Concept Committee, “the technopolis concept aims to estab- 
lish technology centers throughout Japan to advance regional polarization ` 
and development, and in this context it could be the start of the ‘regional 
era.’ ”38 The technopolis plan represents a new type of industrial policy 
for Japan, one that aims at dispersing technology and R&D functions as 
well as production facilities. It is premised upon the possibility of a “grass 
roots technological revolution” taking place in Japan, and bases this as- 
sumption on the fact that small and medium enterprises—not just large- 
scale concerns—are today vigorously attempting to raise productivity and 
reduce production costs by relying more on electronic equipment, com- 


36. MITI, Venture Businesses in Japan and VB Promotion Policies (Tokyo: MITI, 1975), 
p. 13. 

37. “MITI Promotes High-Tech Start-ups,” Japan Economic Journal, 14, February 1984. 
Incidentally, MITI exercises control over several partially government-owned venture capital 
firms dealing with smaller enterprises. One of them, the Tokyo Small Business Investment 
and Development Company (Tokyo Chusho Kigyo Toshi Kabushiki Kaisha), for example, 
reportedly made $20 million from its holdings in Takefu Industries, a CAD equipment maker 
whose stock was offered at 1,160 yen and soared to 5,110 yen in two weeks. See Doe, 
““Benchaa Boomu,” p. 100. 

38. Ishii Takemochi quoted in Furutate Hidetatsu, “Technopolis Construct Concept,” 
Journal of Japanese Trade and Industry, 1 (September 1982), p. 10. According to Imai Ken’- 
ichi, a professor at Hitotsubashi University and chairman of the R&D Subcommittee of the 
Technopolis "90 Construction Concept Committee, the technopolis policy “aims at planning 
the dispersal of R&D functions and related industrial functions in a broad sense and to tie 
them closely to local areas. In more concrete terms, it is a plan to form new cities integrating 
industry, education, and housing with already existing focal cities nearby and utilizing the 
surrounding social resources to create regional centers for industrial development focusing on 
high technology.” Imai, “Japan’s Industrial Policy for High Technology Industries,” p. 34. 
For more on the “technopolis plan,” see Japan External Frade Organization, Technopolises. 
(Tokyo: JETRO, 1983). 
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puters, and robots.*? Although formal implementation is yet to come, leg- 
islation concerning the technopolis policy was passed in 1983 and should 
be seen as a first step in the creation of a new structure for the Japanese 
economy and society by fully utilizing high technology.*© In spite of su- 
perficial similarities, the technopolis concept is not intended to create a 
Silicon Valley—type boiler for innovation. Rather, it is a project aimed at 
transferring technology to and within less developed regions. It is also an 
effort to promote a partnership between the home, university, and firm in 
each region, whereas California’s Silicon Valley is an unplanned boiler for 
new, dramatic, non-incremental innovation. By U.S. standards, therefore, 
Japan’s technopolis plan is more structured and less ambitious than Silicon 
Valley. 


The Institutional Infrastructure 

The Japanese government has, over time, erected a complex institutional 
infrastructure to formulate and implement industrial policies for small and 
medium-sized enterprises. In this MITI, along with a satellite organiza- 
tion, the SMEA, serves as the pilot agency to create and implement the 
lion’s share of policies for the promotion of smaller firms. The SMEA is 
responsible for collecting and analyzing information concerning problems 
of smaller enterprises, mediating credit for them, soliciting the cooperation 
of other government agencies on matters concerning smaller enterprises, 
and promoting the development of technology and management beneficial 
to smaller firms.*! Although some other national level agencies—such as 
the ministries of Labor, Finance, and Education——exercise some indirect 
policy input, the focal point of the vast majority of policies that affect Ja- 
pan’s smaller enterprises and venture businesses is MITI and the SMEA. 

Alongside these official government agencies are a number of quasi-gov- 
ernmental institutions that serve as conduits for implementing policy, and 
also constitute important pillars in Japan’s vaunted government-business 


39. Furutate, “Technopolis Construct Concept,” p. 11. For an insightful treatment of re- 
gional policy in Japan, see Richard J. Samuels, The Politics of Regional Policy in Japan: 
Localities Incorporated? (Princeton, N.J.: Princeton University Press, 1983). 

40. Imai, “Japan’s Industrial Policy for High Technology Industries,” p. 35. For specific 
examples, see MITI, 1983, Chusho Kigyo Hakusho, p. 323. 

41. Haitani Kanji, The Japanese Economic System: An Industrial Overview (Lexington, 
Mass.: D.C. Heath, 1976), p. 55. Even though today it is regarded as the headquarters of the 
“venture boom,” it should be noted that the Small and Medium Enterprises Agency has not 
always been regarded as an especially important cog in the government's policy-making appa- 
ratus. For a brief discussion of MITI’s previous attitudes toward the Agency (with a particu- 
lar focus on Ninagawa Torazo, the Agency's iconoclastic first director), see Johnson, MITI 
and the Japanese Miracle, p. 223. 
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relationship. The most important of these are tne public corporations 
(kosha), or “public policy companies” (Kokusaku kaisha), as they are 
sometimes termed. They are corporations in which some or all ownership 
shares are held by government, and management is charged with serving 
public policy ends rather than making a profit for the shareholders.4* The 
basic function of the well over one hundred kosha in existence today is to 
extend loans to implement official industrial policies, spend funds to bol- 
ster the industrial infrastructure, and help stabilize prices, produce reve- 
nues, and conduct research. In the realm of smaller enterprises, the Small 
Business Promotion Corporation (Chisho Kigy6 Shinko Jigyodan) was es- 
tablished in 1967 in order to orchestrate “structural strengthening activi- 
ties.” Smaller enterprises are encouraged to modernize—and thus raise 
productivity—through concerted action and mutual cooperation among 
firms in the same industry categories or closely interrelated ones. Among 
its sundry activities, the Small Business Promotion Corporation grants 
knowledge intensification loans and encourages joint computation (com- 
puter time sharing) among small and medium-sized enterprises.47 An- 
other noteworthy public corporation in this area is the Small Business 
National Corporation (Chusho Kigy6o Jigyodan), established in 1980 in or- 
der to conduct management training and provide financial assistance to 
financially troubled firms.“ 

Other important public corporations include the government-affiliated 
financial institutions that specialize in assisting smaller enterprises. Three 
such institutions, the Small Business Finance Corporation (Chusho Kigyo 
Kin’yu Koko), the People’s Finance Corporation (Kokumin Kin’yu 
Koko), and the Central Bank of Commercial and Industrial Cooperatives 
(Shoko Kumiai Chuo Kinko), deal primarily with financing equipment 
funds and long-term working funds that smaller enterprises often find diffi- 
cult to procure from private banking institutions. In regard to the role of 
these organizations in promoting start-up companies, however, there are 
two fundamental problems. First, there is no screening method or screen- 
ing system other than the financial institutions’ traditional methods for 
selecting loan recipients. And, second, although these government- 
affiliated financial institutions are not bound by the direct requirement of 
“depositor protection,” as are financial instituticns in the private sector, 
there is an inevitable conservatism because the funds used are state funds. 


42. Chalmers Johnson, Japan’s Public Policy Companies (Washington, D.C.: American 
Enterprise Institute, 1978), p. 25. 

43. MITI, 1976 White Paper on Small and Medium Enterprise (Tokyo: MITI, 1976), pp. 
61-62. 

44. MITI, Venture Business in Japan, p. 15. 
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Moreover, there are problems within each particular type of institution. 
For example, while the loan limits and conditions of the Small Business 
Finance Corporation are adequate for the needs of venture businesses, 
there are stringent security and guarantor requirements. Lending terms of 
the People’s Finance Corporation are less stringent; however, the lending 
limit per enterprise is often too small to provide adequate funds for the 
needs of an ambitious start-up company. And finally, only cooperatives or 
members of cooperative associations are eligible for funds from the Central 
Bank for Commercial and Industrial Cooperatives, and security is usually 
required——a factor that makes it difficult for unproven venture businesses 
to obtain needed loans.*5 

In addition, there are various types of assistance available to venture 
businesses from other government-affiliated institutions. Included among 
the programs available are: funds for the commercialization of new tech- 
nology from the Small Business Finance Corporation; technology im- 
provement subsidies from the SMEA; R&D subsidies for important 
technology from the Agency of Industrial Science and Technology; and 
funds allocated by the Japan Development Bank for the promotion of do- 
mestic technology.*® All in all, however, these programs are frequently of 
limited utility for venture businesses, since their budgets are generally 
small and their screening and security requirements too stringent. A mea- 
sure that may help to remedy this situation is currently being contem- 
plated by MITI. It would create a new credit framework to be 
administered by the Small Business Finance Corporation that would allow 
capital-short venture businesses to borrow up to 330 million yen, including 
210 million yen in regular loans. According to this proposal, the annual 
interest rate will be set at 8.1%, with a loan period of fifteen years.*’ 

Finally, an important component of the emerging institutional infra- 
structure is the Center for the Development of Research and Development 
Oriented Enterprises (Kenkyu Kaihatsu Gata Kigyo Ikusei Sentaa), or 
Venture Enterprises Center, as it is better known. Although technically 
not such, the VEC is an excellent example of a national policy corporation, 
and ought to be included in any meaningful list of Japan’s public corpora- 
tions, broadly defined. Established on July 1, 1975, the work of the VEC 
can be divided into two main functions. First, it provides surety on loans 
from banks to R&D-oriented small and medium-sized enterprises; and, 
second, it is charged with carrying out information exchange activities— 
such as study meetings and symposia to promote the exchange of R&D 


45. Ibid. 
46. Japan Economic Journal, February 14, 1984. 
47. MITI, Venture Business in Japan, pp. 24-25. 
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results, and management consultation—designed to promote and vitalize 
Japan’s smaller enterprise sector.** In view of Japan’s undeveloped capital 
market and the constraints—both formal and informal—on private banks 
in supplying funds to venture businesses, it is protable that the VEC and 
other government-affiliated institutions will continue to play a major role 
in financing venture business. 

Today, Japanese policy makers are keenly aware of the significance of a 
vital and dynamic smaller business sector for the well-being of the overall 
national economy. A variety of institutions—including some not men- 
tioned in this cursory overview, such as the numerous public-private advi- 
sory councils (shingikai) and a plethora of trade and business 
associations—are already in place, and far-reaching policy measures are 
constantly being planned and implemented.*? It remains to be seen, how- 
ever, whether or not this institutional infrastructure can sustain, in the 
absence of a well-developed capital market, the current “venture boom” 
. (benchaa bumu) in Japan.*° At any rate, one thing is clear regarding this 
shift toward a more flexible Japanese industrial policy: that is, given the 
realities of a substantially loosened developmental system, Japanese policy 
makers must now, more than ever, be responsive to the market mechanism 
and unexpected signals from the private sector in formulating economic 
policy. In fact, the notion of “softnomization” (sofuto-ka}—a term coined 
by officials in the Ministry of Finance—exemplifies the recognition of these 
new imperatives. Stated simply, “softnomization” characterizes the steady 
evolution of the economic management system from a “hard economy”— 
composed of labor, agriculture, and manufacturing—to service-related 


48. The VEC is a foundation established with the backing of MITI. Its endowment totals 
only $30,000, with $1 million in working capital and a credit guaranty fund of slightly over 
$5 million. Within these financial limitations the VEC had, as of November 1985, guaranteed 
credit totaling approximately $27 million for 202 separate loans. Companies that meet the 
VEC’s screening requirements can borrow up to approximately $450,000 per project from a 
private financial institution with VEC’s guaranty on 80% of the loan. No collateral is re- 
quired and the interest rate is set at 4% per annum, with the guaranty period ranging from 
one to eight years. Repayment can be made over an eight-year period with a one-year defer- 
ral. For more on the VEC and its activities, see Kuribayashi Yoshimitsu, “Japan’s Venture 
Businesses Forge Ahead,” International House of Japan Bulletin, 4 (Summer 1984); and 
Tsurue Yoshinori, “Kenkyu kaihatsu gata kigyo ikusei sentaa (VEC) no genjo to tenbo,”’ in 
T6y6 Keizai, Benchaa Kyapitaru to Benchaa Bijinesu (Tokyo: Toyo Keizai Shimpo Sha, 
1983), pp. 245~251. 

49. Shingikai are official standing organs composed of civilian experts appointed by a min- 
ister to deliberate on problems and make policy recommendations for a particular ministry. 
Several, among the approximately 250 councils in existence, deal with issues concerning 
smaller enterprises. 

50. It should be noted that the current venture boom is, in fact, the second such “boom” in 
Japan. The first one started in the early 1970s but was snuffed out by the 1973 oil crisis. 
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fields in a society in which the tertiary sector accounts for over half of the 
employed workers and GNP.*! It is based on the philosophy that future 
efforts to vitalize the private sector should be geared toward making the 
market mechanism more efficient and extensive in order to improve the 
quality of life and meet the needs of people in search of spiritual and cul- 
tural satisfaction.52 “Softnomization” is a new major thrust of current 
strategy for Japanese industrial policy. 


“Caveat Emulator” 

In summary, the changed tenor of government policies toward smaller en- 
terprises and venture business is evidence of the changing complexion of 
Japanese industrial policy. The policy package designed to foster high- 
speed growth, a strategy that was extremely successful in the 1950s and 
1960s, seems to have exceeded the limits of utility sometime around the 
mid-1970s. In this regard, the “agony of large-scale”—the problems ac- 
cruing from the preoccupation of previous industrial policy with large- 
scale mass production in strategic industries—can be seen in the relation- 
ship between firm size and performance in both the product and R&D 
markets. Thus, the current “venture boom” represents both a challenge 
and an opportunity for Japanese policy makers in their efforts to create a 
better balanced industrial policy, one that is more appropriate to current 
world and domestic circumstances. The evidence suggests that Japanese 
policy makers are, in fact, attempting to address these problems, and are 
presently engaged in constructing a new institutional infrastructure to vi- 
talize the erstwhile largely neglected underside of Japan’s “dual economy.” 
Only time will tell whether they will succeed in this challenging endeavor. 

Clearly, there has been a cost side to Japan’s high-growth strategy, costs 
that often have been ignored by students of the Japanese economy who 
prefer to emphasize the remarkable successes brought about by the high- 
growth policy package. Japanese policy makers themselves have recog- 
nized the trade-offs involved in such a strategy, and there have been notice- 
able changes in the tenor and objectives of recent industrial policy. For a 


51. Japan External Trade Organization, Sofinomics: The Service Oriented Economy in Ja- 
pan (Tokyo: JETRO, 1984), p. 2. 

52. “Softnomization” is the shorthand term coined by the Ministry of Finance to refer to 
the recent structural transformation of the economy as represented by the rising ratio of the 
cost of nonmaterial input or nonmaterial input plus labor costs to the costs of all input. It 
refers not only to the increase in the share of service in the total consumer expenditure but 
also to fundamental changes in people’s interests, sense of values, and behavior in favor of 
services at the expense of goods. For a more detailed discussion of this matter, see Takeuchi 
Hiroshi, “Softnomization of Economy and Ultimate Destination of Civilized Society,” Orien- 
tal Economist, December 1983, pp. 18-23. 
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variety of political and cultural reasons, attempts by Western countries at p 
wholesale transplantation of Japanese institutions, policies, and practices 
are probably doomed to failure, but this does not mean, of course, that, 

Western countries could not profit by some “lessons” from the Japanese — 
experience. These include formulation of a coherent, farsighted package of, | 


industrial policies to be implemented via a non-obtrusive institutional in-. «° 


frastructure, and the creation of institutions that facilitate a more coopera- _ 
tive government-business relationship. The supreme irony would be an 
attempt at naive emulation of Japan’s high-speed growth model in which 
the would-be emulators and the Japanese streak past each other like loco- 
motives barreling in opposite directions. Japanese policy makers are cur- - 
rently designing policies to promote a dynamic smaller enterprise sector 
that can inject vitality and innovation into the entire national economy, 
particularly in the high technology industries that will constitute the criti- 
cal mass for a “knowledge-intensive” industrial structure. 
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